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courage ‘to risk their own prestige 2 Tee family showed need of working 
things out in their own way, humility to admit mistakes, and patience 
to experiment and wait for results." 40/ 


Problems.— Lack of sources from which to recruit personnel trained 
to meet the needs of a rehabilitation program has been one of the 
agencies! problems. In-service training has been resorted to as a 
solution. 


Turn-over in personnel, especially during the war is another problen. 
For example, in a 13-county area in 1 region during the last half of 
1942 only 1 office of the 13 had no change in supervisory personnel, 
only 3 of the 13 had the same supervisors in charge throughcut the 
period, 2 offices had 2 changes in the supervisor in charge and one 
had 3 changes; 1 office had a complete’ turn—over in supervisory per- 
sonnel and none of the new people had had more than 4 months of pre- 
vious experience with the agency. 


In some instances lack cf cocperation and poor working relations be- 
tween the farm and home supervisors has meant a failure to discuss 
common problens and work out well-integreted solutions. Lack of 
teamwork is sometimes due to incompatibilities of the personnel in- 
volved, sometimes to failure to. recognize’ the importance of working 
together in helping the families. 


The supeyvisor who is trying to rehabilitate families ina community 
that is essentially unfriendly ' to the idea of an improvement in the 
status of such families has a peculiarly difficult problem. If he 
identifies himself with the controlling group, he is not likely to 
accept fully the basic assumptions underlying the rehabilitation pro- 
gram. If he belongs to this group and does accept the assumptions, 
he probably does not understand the implications for the dominant 
social group, since the achievement of the objectives of rehabilita-— 
tion might undermine this group. In this latter belief rests the . 
basic opposition to rehabilitation programs, The supervisor who ac—. 
cepts the assumptions and the desirability of the objectives, nay 
frequently find himself frustrated by the ways in which an unfriendly 
or hostile surrounding culture may thwart his efforts to help the 
families, 


Costs of Supervision 


Because of the multiple ‘functions perforned by county supervisory per-— 
sonnel and the division of various functions among the several admin- 
istrative levels, there is some difficulty in ascertaining the costs 
to be assessed to supervision. Henry A. Wallace, Secretary of Agri- 
culture, in testimony before the Senate Appropriations Committee in 
1940, said rehabilitation —- counting all losses on loans, the cost 


Ibid., p. 5. “Ielia C. Ogle, Chief of the FSA home managenent 
section, has attributed the following major characteristics to the 
“deal home management supervisor; Good address, vitality, courage, 


* ussumption of responsibility, enthusiasn, sympathy, loyalty, 


Sincerity, initiative, and progressiveness. 


Palen 


of supervision, and every other item of expense — cost only about 
$72 a year per family, commred with rural work relief costs of $350 
and upward, and urban work relief of $800 per year. Testimony in 
1943 was to the effect that supervision and servicing costs ran be-— 
tween $40 and $50 per family annually. 41/ 


Considering only supervision of families, with the case loads and 
salaries prevailing during the first half of 1943, the annual cost 
per active case appears to have been from $10 to $14 at the most. 
This estimate makes no allowance for,the supervision of cooperative 
associations participated in by non=FSA families. The lower figure 
assumes both the RR and. HM supervisors. spent half their time on 
duties other than supervision of families; the higher figure assumes 
only the RR supervisor spent half his time at other duties, while the 
HM person devoted all her time to supervisory functions. The estimate, 
with these assumptions, is exaggerated to some extent. because it 
uses the typical salary of the county supervisor, $2,400, and of the 
home sure rvisor, $1,920, although in fact part of the job is done by 
the lower-salaried assistants. Further, the salary level was higher 
during the first half of 1943 than during early years of the program. 
Only county personnel costs, not travel or per diem, are included. 
For a borrower on the program 5 years, the average for those still 
active in September 1943, the total personnel costs of supervision 
may Be aRTO DELL judged to run from $45 ath $65. 


Prinei ples of Supervision, 


The following generalizations are aueaeeie offered concerning 
Supervision of the kind which PREM e: the rehabilitation of the 
borrowers: 


l. A supervisor must reject the view that the status. of 
the borrower is. inherent and must accept the assumption 
that the basic. resources for rehabilitation rest within 
the people themselves. and therefore his function is to 
help to develop these resources, 


2. A supervisor must interpret the borrower to the comm- 
ay, and the eA: to the borrower. ee 


36 The lower the atatie and the more Sonpléx: the ieee 
of the family, the greater the need for. se individual— 
ized Od of SNS a AEN 2 


ig A wentihs of one roles Belpankers farm and home. manage— 
ment specialist, case worker, and group organizer is , 
necessary on the part. of the AREA 


5. Families who om to. qualify for aid should Reatard 
the program before they decide to participate. They 
should know what services will be available under the 
program, how such services may be utilized to meet 
their needs, and what will be expected of them. 


41/ Hearings...Pursuant to H. R. 119, Part 1, p. 207. 
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6. It is essential to the Success of the family that they 
participate to the maximum in the formulation of plans 
for their ‘rehabilitation, that the ‘goals then set be 
kept within their ability to achieve and, if possible, 
be built around some particular interest of the family. 


7. Families who have lived under ‘depressed circumstances 
and in inferior status for a long time are more likely 
to need continued Supervision than those whose plight 
is of recent origin, The fears of-families based on 
past experiences must be allayed and their confidence 
won before ‘the educational process in their rehabili- 
tation can be Successfully instituted. 

Ss Observations indicate thet supervision or educational 
guidance should be ‘available to families but never 

' forced upon them; ° 


= ¢ 


‘ ae 


9. The lower the level of the families, the greater the 
need for training in Simple farm and home tasks 
ordinarily taken for granted by better educated and’ 
equipped farm People, 


10, Along with competence in farm ard home management 


s techniques and administrative routines, supervisors 


need to be skilled in dealing with personality 
problems and social relationships. 


ll. Frequent turn-over of supervisory personnel retards 
the rehabilitation process. : 


123'The Supervisory relationship is carried on within a 
cultural situation which influences the type and 
degree of supervision the borrower will accept, the 
sure rvisor will give, and the community will condone, 

Problems and Issues 


{,t aioe a r f Fes) 


Among the problems of a: supervisory ‘nature which have been faced and 


a . 


L 


sociation of supérvision with a relief status; the possessive attitude 


the rest of the community; administrative action which apparently 

judges supervisors by loan activity and collections rather than by the 
more intangible educational type of Supervision; the tendency -of some 
Supervisors to over—emphasize a particular role or 2a particular tech— 


‘nique or a given enterprise; the difficulty of obtaining supervisors 


who understand and accept the basic assumptions and objectives of re- 


habilitation; providing training for Supervisors in supervisory skills 
and techniques, including those of human relationships, or finding 


“Drsomel already having the desired ‘training; and the lack of 


vojective appraisal of the effectiveness of various -supe 


rvisory 
techniques, , ee ee 
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The basic question from the standpoint of future public policy appears 
to be whether the type of supervision is te be provided which will 
best help families to achieve the objectives of rehabilitation. Does 
the Nation want to offer high-risk credit without underwriting it by 
supervision? ) ‘ ion 2 


Another question that has been raised is the length of time families 
should be allowed to have supervisory assistance; how leng, in view 
‘of limited personnel and many needy families, is supervisory assist— 
ance warranted for a jarticular family? ea 


Still another question is whether supervisory guidance should be 
“available to families who ere unwilling to obtain more credit or 
who can be kept from needing credit by the rehabilitation type of. 
supervision. Should a loan be a condition for supervision? 


‘CHAPTER 8 
CREDIT * - 


Credit extended by the rehabilitation program has been.of a high-risk 
character, Inability to get credit from other sources was one of the 
eligibility requirements for receiving a standard loan. Without re- 
sources, families could not support themselves from farming but the 
generally depleted or inadequate resources could not be built up 


without credit : 


Credit ‘policies during the initial experiment with rehabilitation un— 
der FERA contrast sharply with those under the Resettlement Adminis— 
tration and the Farm Security Administration. Credit has been extend- 
ed to standard borrowers directly through the standard loan. Until 
Congress . changed this, indirect financial aid was given through loans 
to cooperative associations of which borrowers were members. Standard 
borrowers, ‘sometimes orily in limited areas, have also been able to get 
special types of loans at various times such as the special real es-— 
‘tate’ (later farm and home improvement and still later farm enlargement 
atid development) loan, the'club loan (for children), and the ACP lean. 
Before being a standard borrower a family may have received an emer- 
gency (nonstandard) loan. In some circumstances, grants were given 
instoad of additional loans; {°** 7-8). Tees ee ey 


S Gusdst tinder the FERA %. 660, demu, Werene 


Policies.- ‘Credit was’ extended through the advance of money, “through 
lease, or through rental of capital goods, or more typically the fur— 
nishing of goods or services for which the client was charged, Credit 


in the form of groceries, feed, fertilizer, work. stock, jivestock dnd 


s 
% Prepared by Olaf F. Larson and Paul J. Jehlik, Bur. of Agr. Econ., 
U.S. Dept. of Agr. sai 
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‘other goods rather than. money was particularly the practice in the 
South. 1/ At this time there was no distinction betivcen what were - 


‘later called "prants" and various categories of loans, ~ 


Although no specific limitation was put on the amount of credit to be 
advanced a family, the influence was to restrict the aid-to that re- 
quired for a subsistence type of self-support. In reply to a query, 
Westbrook said, "Our policy is to assist individual rehabilitation 
clients in maintaining up to 10 units of livestock as a part of his 
subsistence program (1 cow, 1 horse, 2 young stock, 5 hogs, 7 sheep, 
or 100 chickens equal 1 unit). In general, 10 units should provide 
the necessary work animals, cows, pigs, chickens, etc. for subsistence 
purposes....In our financial assistance to rural rehabilitation clients 
we cannot go beyond what my be described as the minimum type of set-up 
that will enable a family to be self-supporting." 2/ 
Except for the prohibition that a State corporation could not loen 
funds with which to repay a client's debt, 3/ loans could be made for 
a wide variety of capitel and subsistence goods, Capital or "rehabil— 
itation" goods included the "purchase, rental, construction, or re- 
pairs of land, buildings, home equipment, livestock, work animals, 
feed, seed, fertilizer, equipment, farm tools, or machinery and any 
other capital outleys required...." 4/ Subsistence goods included 
"cash and/or the types of services or commodities which are uswlly 
issued inthe form of direct relief to general relief cases.’ Such 
commodities are food, clothing, fuel, medical care, or any other 


necessities of life....!! 


Advances tended to be small ami frequent rather than large enough to 
cover needs for a long. period. During the .15 months of FERA, the 
397,000 cases received a total of 1,269,525 advances. This frequency 


_may be due to the relief nature of the early program, Many of the ad— 


vances were equivalent to direct relief or what were later called 


‘grants and were therefore doled out in small amounts. - 


4 


The period of repayment for a loan was based upon the purpose for 


- which the advance was made. National policy stipulated land was to 


be paid for in not to exceed 35 years; for equipment and ‘improvements 
the period was the. useful life of the item; for livestock, 3 years; 


1/7 See, for exemple, "Rehabilitation Makes Progress in Alabama," 


Extension Service Review, 5:104, July 1934. - : 

2/ letter, Lawrence W. Westbrook to George Susens, Acting Director, 

Emergency Crop and Feed .Loan Section, Farm Credit Admin., U. S. Dept. 

of Agr., Washington, D. C. Nove 20, 1934. 3 
letter, Lawrence W. Westbrook to all State Emergency Relief. 

Administrators, Regional Advisers of Rural Rehabilitation, March: . 

9, 1935, FERA RD-30. in See wrk oR ge Es 
letter, Lawrence W. Westbrook and Corrington Gill to all State 

Emergency Relief Administrators, Subject: Rural Rehabilitation 


Program; Financial -Policies and Procedures, Dec. 26, 1934, FERA 
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for subsistence goods and items consumed within a year; 1 year. 5/ 
In practice, the terms of repayments varied by States and even coun— 
ties. 6/ If goods such as cows, chickens and pigs were leased or 
rented, there was to be a written agreement to return the same items 
or others of like value at the end of the lease period. fz 


At first, repayments of loms could be 1 cash, work, or kind. In 
December 1934 change was made to confine repayments to cash or credit 
certificates, the latter being paid or issued by a State rehabilita- 
tion corporation for work done on a self~liquidating project, the 
benefits of which accrwd to the corporation. 8/ This change was made 
because it was found not practicable to accept payments in kind since 
the Government "lacked capacity to function as a middleman and move 
perishable farm commodities from one place to another and get them 
into the hands of consumers who needed them.™ 9/ ey 


First announcement of ive program said no interest iweuld be sofa eedt 
However, in some States no interest was to be charged only during the 
first year; in others interest was to be charged only after the lean 
matured. 10/ Where charged, the interest was in accord with local 
rates. The advences were secured by notes, first liens on land, 
chattels, and crops. 


Amount and purpose of loans.— Under FERA during the April 1934 — 

June 1935 period, advances totaled $49,376,000. 11/. Nearly half of 
the amount was disbursed in 6 Southern States — Alabama, Arkansas, 
Georgia, Louisiana, Mississippi, and Texas. Loans averaged but $124 
per borrower, $39 per individual advance. De 


Subsistence goods accounted for 29 percent of the: total “advanced, 
"rehabilitation" goods for 71-percent. In 4 States -- Kansas, Loui- 
siana, South Dakota, and Wyoming — subsistence goods totaled more 
than rehabilitation goods. In Alabama and Colorado the two cate-: 
gories were about equal” in amount 


During 1934, subsistence sai norte to half the advances but thie 
ing 1935 they accounted for but one-fourth the total, - 


Of the "rehabilitation" advances, three~fifths went for livestock and 
feed, one-fifth for seed and-fertilizer, one-tenth for farm tools and 
equipment, and the remaining one-tenth for miscellancous items. 12/ 
The type of capital goods. varied from one area to. another with the 
type of farming. Mules.or oxen, seed, and fertilizer-were common in 

_ the cotton States, Horses, cattle, and livestock feed were frequently 
advanced in the. Middle West, The variety of capital goods distributed 


Ibid. + 
Asch and eae Botte Pe ily 

A Typical Rural Rehabilitation Be FRA, Tashington, Ps be 
letter, Westbrook and Gill, o een it 

Maris,-op.cit., p. Jl. 

Asch and Mangus, op.cit., p. 21. 

Whiting, op.cit., p. 69. 

Ibid. eA = 


bese 


/ 


= 560— 
in lieu of money is illustrated by the following: 13/ 


In Arizona, 25,000 chicks 6 to 8 weeks old were ordered for delivery 
to rehabilitation clients, In Alabama, the State Director insisted 
on furnishing steers rather than miles for work. The Missouri ERA 
bought 166,000 acres of corn fodder, 300,000 bushels of corn, and se- 
lected 6,000 cows from drought cattle. In Louisiana, grape plants 
were distributed. Half of the first accepted 4,500 Mississippi fam- 
ilies received mules, 18 percent received chickens, 18 percent cows, 
and 10 percent pigs. 7 


Repayments.- Few families aided.umder the FERA program had completed | 
a full crop year before rehabilitation was transferred to the Reset—- Be 
tlement Administration and therefore they had had little opportunity 
to make repayments from the sale of crops. Some $2,137,100 had been 
repaid by June 30, 1935, leaving $47,248,900 to be collected by the 
successor administrations, 


SNS RITTER RET 
Tevet 


Two-thirds of the repayments were by credit for earnings on ERA work 2 
programs, 16 percent by cash, and 12 percent in kind. 14/ Cash pay- 3 
ments were a larger proportion of the total in 1935 than in 1934. 
The first borrower to pay off his debt in Arkansas did so with 789 
cans of wild plums. 15/ 


“Official statements stressed the anticipation of full repayment on 
the advances. But in the agreements between agency personnel and 
families repayment was frequently predicted on repayment in kind ° 
or through works projects rather thm by cash. With abandonment 
first of payment in kind and leter of payment in work, many families a 
had no way to pay cash, because the advance had been for subsistence 
rather than for building up a farm unit with debt—paying ability. 
Probably many families felt no obligation since the aid seemed no 
different than direct relief and the only method of making restitution 
within their means had been eliminated. By the end of March 1944 more 
than $20,000,000 of the amount owed to corporation funds had been 

“written offt! and credited to repayments for accounting purposes. Cut 
of this first experience grew more successful credit policies and 
practices. 


ey 


standard Rehabilitation Loans: 


Policies “under RA.- Under both Resettlement and the FSA the practice 2 
of extending credit in the form of goods or services was discontinued. : 
Repayments were made only in cash. Although crop liens arid mortgages 
were taken, the general philosophy was that "the character and good 


Selected from Rural Rehabilitation, vol. 1, no. 1, Nov. 15, 1934 
and no. 2, Feb. 15, 1935. - | ay 1 eee 
1,/ The Work of the Resettlement Administration in the Works Progran, 
prepared by Conrad Taeuber, Works Progress Administration, Dec. 1, 1935, 
p. 13. Data given by Whiting, op.cit., p. 69, are presented. on a 
different time basis but do not appear to agree precisely with Taeuber's 
report. ae ee 

15/ Rural Rehabilitation Release No. 1, FERA, Nov. 1, 1934. °° 
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reputation of the recipient" 16/ were the best security; The idea 
that these were essentially "character" loans with repayment under- 
written by sound farm and home _ planning and supervision was con- 
tinued by the FSA. 


By Executive Order No. 7143 on August 19, 1935 the President pre- 
Scribed the rules governing the making of all loans by Resettlement® 
under the Emergency Relief Appropriation Act of 1935. Interest was 

to be charged on all loans at rates fixed by the Administretor at not 
more than 5 nor less than 3 percent, The rates need not be uniform 
throughout the United States nor on loans of different classes within 
the same area, Loans could be made for a period not exceeding 40 
years, the exact period to be based on (a) the use to which the pro~ 
ceeds were to be put, (b) the financial resources and earning capacity 
of the borrowers, and (c) — in the case of loans to finance the pur— 
chase of specific property — the probable rate of depreciation, the 
estimated life thereof, and the amount of the loan as compared with 
the purchase price. Unless.otherwise avthorized by the President, all 
loans for a period of 2 years or more were to provide for repayment in 
equal annual installments which, at the discretion of the Administrator, 
might ‘include interest, However, in the case of loans made for a 
period of 5 years or more, and when the financial condition of the 
borrower justified, payment on the principal during the first 3 years 
_ did not need to be required. Upon default of principal or interest, 
the agency could (a) enforce payment by realizing upon the security 
and by legal proceedings, (b) extend the time of payment where cir— 
cumstances justified, or (c) refinance the loan. Joans could be made 
to finance the purchase of farm land, necessary equipment and such 
other purposes as necessary to individuals or to bona fide agencies 
or cooperative associations. In the latter case there was to be su~ 
pervision by the agency to protect the interests of members and no 
inequitable restriction upon membership or participation. 


The provisions of this order were’ extended to’ funds from the Emergency 
Relief Appropriation Act of 1936 by Executive Order No. 7396 on June 
22, 1936 and to funds from the comparable Act of 1937 by Executive 


Order ‘No. 7649 on June 29, 1937. 


In practice, a uniform interest rate of 5 percent was charged on 
Stendard loans, a rate continued by the FSA. Advances for nonrccover- 
able goods — such as fam supplies’, minor repairs, rent,’ food, fuel, 
clothing, taxes, interest and livestock to be consured or marketed in 
less than 2 years — were made for a period of 2 years or less. 

Loans for recoverable goods'— such as work and breeding stock, con— 
struction and major repairs of farm buildings and fences, farm ma- 
chinery, household equipment, and refinancing of chattel mortgages — 
were made for a period not exceeding 5 years, BF eaten 


_While no maximum size of loan was established the policy was that they 
"cover the cost of the minimum of livestock, equipment, operating 
Supplies, and subsistence required by the ‘family to make a Living in 


R. G. Tugwell, Administrator, Resettlement Administration, : 
Address, Feb, 6, 1936, Se Sopa cf 
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keeping with acceptable standards and local conditions, and to pay 
operating expenses and repay the rehabilitation loans," 17/ 


| Policies under the FSA.- Loan policies became more specific under the 

) FSA and better adapted to the needs of low-income borrowers. The 

' major shift in policy was to replace the principle that loans for 

# recoverable goods could ordinarily be expected to be repaid within 5 
years by equal annual installments with the principle that repayment 
Should be based on (2) the planned ability of the borrower to repay 
and (b) the useful life of the items for which funds were borrowed; 
that is, annually recurring operating expenses, interest, and depre-— 
ciation should be met annually, and lasting items should be amortized 
over a period of years, The maximim length of loan was moved up to 
10 years rather than 5 years, Standard loans could not be made for 
the purchase of real estate as such a purpose came within the scope 
of the tenant purchase progran,. 2 


The repayment periods adopted in 1938 for the various purposes of 
loans were as follows: 18/ 


Not in excess of 10 years for the following purposes: 


1. To pay advance rental on agricultural land in order to 
rouna out for the client an economic farm unit where 
some major shift in agricultural economy was planned, 
such as shifting from cash-crop farming to the 


- 


diversified livestock and grazing economy. 


s 2. To purchase foundation herds of purebred or high grade 
livestock to be carried as a fam enterprise by the 
client having land ownership or security of tenure 
for the period of the loan. 


3- For land clearing operations on necessary land suitable 
for farming purposes where such loans were not incon- 
sistent with other agricultural programs authorized by 
Congress, and meeting certain other stipulations. 


Not to exceed § years for the following purposes: 
1, Purchase of work stock or subsistence livestock. 
2. Purchase of farm machinery or household equipment. 


3. Purchase of lime and fertilizer for the seeding of land 
to permanent pasture and meadow, the benefits of which 
woulc be spread over a number of years and where tenure 
arrangements protected the tenant's benefit from the 
improvement, . 

17/_ Report of the Administrator of the Resettlement Administration, 
1937 saten os | 

18/ FSA Instruction 731.1, Oct. 25, 1938. 


4e Construction of minor buildings and fences and repairs 
thereto, and for other minor farm improvements essential 
to the successful operations of the farm family enterprise. - 


5- Refinancing chattel mortgages when it was found impossible 
to make other equitable adjustments and where rehabilita— 
tion of an eligible client was threatened by foreclosure 
on chattels necessary to the farm and home operations, 
the current cormercial value of which was in excess of 
the amount of the acjusted debt. 


6. Refinancing unsecured debts which had been substantially 
reduced through debt adjustment and where there was a 
strong probability that the creditor would secure judg- 
ment and levy against chattels that were necessary to 
the rehabilitation of the client. Refinancing in such 
cases was to be by special avthority of the regional 
director. 


Not in excess of 2 years for the following purposes: 


Purchase of seasonal farm and home supplies; minor repairs 
to buildings and fences; repairs to farm anc household ma-— 
chinery and equipment; the purchase of farm tools; the pur- 
chase of baby chicks or feeder pigs or other livestock which 
would be consumed or marketed in less than 2 years; the pur— 
chase’ of subsistence goods for human needs and the payment 
for indispensable medical services and for sanitation; the 
payment of annual current interest on chattel mortgages; 
the payment of annual current rént on land and buildings; 
the payment of annual current taxes on real and personal 
property; the payment of crop insurance premiums; the pay— 
ment of recording and filing fees and the payment of current 
labor, professional and transportation and utility service 
fees. However, annually recurring operating expenses, in- 
terest and depreciation were to be repaid annually, rather 

‘ than over the 2-year period, in order to avoid pyramicing 
indebtedness. 


Where the loan was made for a period of 5 years or more, the-early 
payments on the principal might be ceferred or fixed at a lesser 
amount than in later years, if the borrower were subject to.certain 
concitions of financial stress, A heavy repayment schecule-on funds 
advanced for purposes which had to be repaid in less than 2 years or 
the necessity of Ccevoting the eerly years to scil improvement or 
other operations which would: defer the time of major returns to the 
borrower were examples of conditions justifying deferred payments. 


Nonreal estate accounts cf borrowers from other agencies could be 
taken over when threatened foreclosure would deprive the borrower of 
chattels essential to the operation of the farm and home plan and 
where such chattels had a commercial value equal to or greater than 
the adjusted amount of the lien. Real estate loans could not be re- 
financed according to the 1938 instructions. Repayment dates were to 
be fixed in accordance with anticipated time of receipts from sales. 
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The -size-of the loan, within certain raxinum limits set at times by 
law, was determined by the aid the farmer needed: to put his’ farm and 


home plan into’ operation, provided the plan made: realistic provision 


for repayment. Instructions issued in 1942, following passage by 
Congress of restrictions on the size of loans to individuals, permit- 
ted regional directors to authorize loans to an individual in any one 
fiscal year in amounts not exceeding $2,500 in the aggregate for a 
standard loan or this type loan in combination with any other type 
made by the agency (except Tenant Purchase provided this would not re— 
sult in total indebtedness to the Government in excess of $5,000 for 
standard or nonstandard loans, more than $7,500 for joint ownership 
loans, or more than $7,000 for all other types or combinations of 
loans (except tenant purchase and farm enlargement). 19/. The di- 
rectors: might not ‘authorize loans in excess of $25,000 to a land- 
leasing association, $7,500 to a water facilities association, and 
$15,000 to all other associations. | 


Certain restrictions as to purposes anc size of loans were added from 
time to time as a part of the appropriation acts. Loans to coopera- 
tives for incustrial purposes were barred beginning with the Emergency 
Relief Appropriation Act of 1938 (53 Stat. 507), although the "first 
processing of swestpotatoes" was excepted in the 1939 appropriation 
(Sect. 34; 53 Stat..927). The Emergency Relief Appropriation, fiscal 
year 1941, eliminated the financing of cocperative stores and pre- 


_ seribed that no loan be made "to any person to enable him to subscribe 
or pay for stock or menbership in any ccoperative association or 


branch théreof not organized or in existence on the date of enactment 
of this joint resolution" (54 Stat. 611). The Department of Agricul- 
ture Appropriation Act, 1943, stipulated none of the funds appropri- 
ated for loans, grants, and rural rehabilitation could be used for 

"(1) the purchase of land or for the carrying on of any land purchase 


“progran; (2) for carrying on any experiment in collective farming, 


except for the liquidation of any such projects heretofore initiated; 


-or (3) for-‘making loans to any individual farmer in-excess of $2,500" 


(56 Stat. 664). The limitation on land purchase and "collective" 
farming was not aimed at standard loan activities but the limitation 
on size of loan, which has been continued, te peice standard 
loans ° 


The 1944 Department of Agriculture pest he iatace Bs (rubiie Law 129- 
78th Congress, 1st Sess.) prohibited the leasing of land or carrying 
on any Iand=leasing program; the carrying on of any operations in 
cooperative farming "or the organization, pronétion” or management of 
horestead “associations, lanc—leasing associations, land—purchasing 
associations,. or cooperative land purchasing for colonies of rehabil- 
itants" except for expeditious liquidation, the making of loans to 
any cooperative association, or the making of loans for the payment 

of dues to or the purchase of any share or stock interest in any co- 


- operative association (except for medical, dental or hospital ser-— 


vices); or for any expenditure other than that deemed necessary, in 
the discretion of the SEA ae for the PEoduc lion pe 2 oem 


tural commods t188 » 


FSA Instruction TOL, Nov. sees 1942. 


Begiming in the fiscal year 1943 administrative policy was to keep 
down the size of loans by (1). eliminating virtually all refinancing 


The 5-percent interest accrues on principal only and is not compound— 
ed. Approval of a loan is predicated on the probabilities of repay— 
ment on the basis of income produced in accordance with the farm and 


equipment bought with the Proceeds of the loan. If additional secur— 
ity is needed, there may be an assignment of proceeds from the sale 

of agricultural products, Government benefit payments (under Limits ) ; 
a lien on other personal property, or in unusyal circumstances, a 
real estate mortgage or deed of trust, When local law gives the: larg 
lord a prior lien on crops and a subordination cannot be obtained, 

the best alternative lien is taken, : 


done in each case, 
Source of loan funds .- Three sources of funds have been available for ~ 
Standard loans; (1) Corporation trust funds, (2) Congressional appro— 

priations, and (3) advances from the Reconstruction Finance Corporation, 


Assets of the State corporations held in trust by the Federal agency 
Since transfer of the rehabilitation program from FERA to the Resettle— 
ment Administration constitute in effect a small revolving fund from 
which loans have been mide, But from the establishnent of Resettle~ 
ment through the 1940 fisca year, the majority of the loan. funds - 


set aside by the President from. relief: appropriations, Beginning with 
the 1941 fis¢al year all loan funds have been borrowed, by Congres— 
Sional authorization, from RFC. The anount of such borrowings have 
been limited by law, have dram interest from FSA at the rate of 3 
percent payable Semi-annually, and are secured by the notes of re— 


Amount of standard loans ,.— Nearly 787 million dollars “in the form of 
Standard loans to individwils was obligated from appropriated dnd bor-— 
rowed funds ‘between July 1, 1935 and June 30, 1944. Some of this was 


-920/ letter C. B, Baldwin, Administrator, FSA to Regional Directors, 
19423 also FSA Instruction 731.1, Nov. 9, 1942. beac Ese 
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for standard loans to. project occupants -and tenant-purchase families, ay 


An additional 73 million advanced from Corporation trust funds during 
the same period, } including obligations made and not repaid prior to 
transfer to RA, includes an unknown amount for standard loans to 
Standard borrowers, | Po 


The peak of standard loan activity was reached during the 1942 fiscal 
year when more than 116 million dollars were obligated (table 5). The 
Smallest amount was loaned’ for the 1937 fiscal year, Annual fluctua — 


Table 5.— Amount of standard loans obligated, original and 
: Supplemental, by fiscal years, 1936-1944. 1f 


Fis eal ; | 
year ; . a 
: Supplemental 


ending Total Original 
June 30: Saas 

: Dollars Percent Dollars Percent Dollars Percent 
Total +, 786,854,668 100.0 414,511,580 52.7 372,343,088 4743 
1936 + -74,910;673 100.0 - 65,978,404 -: 88.1 8,932,269 * 11.9 
1937 s.. 56,304,529 100.0 20,832,951 47.7 29,471, 578 52.3 
1938 +: 66,574,459 100.0 375142,002 55.8 29,432,457 L42 
1939: 112,235,776 100.0 71,040,243 63.3 41,195,533 BOT, 
1940 : 93,387,063 100.0 48,683, 399 5201 ‘44,703,664 47.9 
1941 =: 105,294,392 100.0 24,471,579 51.7  50,822;813 45.5 
1942: 116,445,064:-100.0- 49,729,567 42.7 . 66,715;497 5923 
1943. : 94,257,865 100.0 36,886,932 39.1 57, 370,933 60.9 

: 67,444,847 100.0 - 3,140, 5035 3502 43,698,344 64.8 


1944 
= Excludes corporation trust funds; 
than standard borrowers; includes $2,978,151 for Region XITI. Source; 
Based upon Form FSA-RR49 for 1936-40; Form FSA-323 thereafter. — 


Nearly half, 47 percent, of the total amount went to the ‘four Southern 
regions, which had 56 percent of the borrowers, The proportion going 
to each of the regions was as follows: | 

Region . Percent | Region Percent - ‘Region ~ Percent 


af Den VI 1323 XI he, 


cL ? ae el { VII / Jes cee Xe Bs 29 - 
IU his ve Aphis WITT st 1265 = - XIII Ochs 
V 133 X 733 Total 100.0 


21/ Through March 31, 1943 Standard leans totaling $25, 366,217 had 


been received by 20,411 tenant—purchase borrowers. See Standard 
Rural Rehabilitation Loans and Grants to Tenant Purchase Borrowers , 
FSA Program Analysis RepteNo, 26, Aug. 23, 1943. 


includes standard loans to other 
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A comparison of the proportion of funds loaned in each region with the 
proportion of borrowers residing ineach (table 1) shows that funds 
were not generally distributed in accordance with the number of borrow— 
ers. Southern Regions IV, V, and VI, and Corn Belt Region III re-— 
ceived proportionately less, and Regions I, VII, IX, X, and XI re- 
ceived proportionately more money, than they had borrowers. Although 
the distribution of funds shown in Figure 7 follows much the same pat— 
tern as the distribution of borrowers pictured in Figure 3, a compar— 
ison shows that smaller loans were made in the Southern States. Fig-— 
ure. 7 includes the 3 percent of advances to individuals which were for. 
emergency loans, but the effect of this is mostly to darken the pic-— 
ture in North and South Dakota, the Southern Plains "Dust Bowl," and 

a few smaller ERLE 


Division between original and supplemental loans.s— Slightly more than 


half, 53 percent, of the totel standard loan obligations were for orig- 
inal, or what are sometimes called initial, loans of borrowers. The 
remaining 47 percent was for supplemental Loans < This means that many 
borrowers required more than the original loan to get back on their 
feet. 


From 1940 on, a steadily increasing proportion of the standard loan 
money went to supplement initial loans. By 1944, 65 cents out of ev- 
ery standard loan dollar was obligated for a supplemental loan —- go- 
ing to an old rather than a new borrower (table 5). The continued 
credit needs of borrowers already active had first claim upon-avail-— 
able funds, The proportion for supplemental loans probably tended to 
increase because of (a) the rise in the general price level, (b) the 
emphasis:on getting borrowers established with economic units, and (c) 
the emphasis on getting wartime food production. A reduction in loan 
funds and in personnel meant a smaller proportion of the total loan 
funds were available for original loans and there was less time to 
work with new borrowers. Also, a wartime policy of emphasizing col- 
lections may have operated to increase the demand for supplemental 
loans over what it might have been. 


The division of funds between original and supplemental loans varied 
greatly by regions, In Region II, only 22 percent of the standard 
obligations were for supplemental loans (table 6). Regions III, Ix 
and XI were also notably below the national average in this respect. 
Two Southern regions, V and VI, were at the other extreme with three— 
fifths of their funds going for supplemental loans, Regions VIII and 
- XII TUES Seah geet of their total loans in BOONE 


By way of illustrating differences in problems and policies, during 
the 1939 fiscal year, 18 percent of the standard obligations in 
Region II and 35 percent of those in Region V were for supplemental 
_loans; during 1944, 37 percent of the Region II and 88 percent of the 
Region V obligations were for this purpose (the amount of original 
and supplemental loans by fiscal years for Pach region is given in 
tables 34 and 35, Appendix). 
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Table 6.~Amount of standard) leans, ori ginal and supplemental, 
.. “obLigated July 2, 1935 June 30,.1944, by Regions Ay, 


ey 4 MD gina Pint : 


XIII 


corporation trust funds; 
‘than standard borrowers. 
40; Form FSA-323 thereafter, 


1/ Excludes 


Source: 


Based upon 


REPLON are lOtel see. « Oripinal * - Supplemental 
$ BORE aan ry ee, Area aR ae eae 4 a a i SE tt Seen a “ a 
"=" Dollars ~" “Percent . Dollars ~. Percent . Dollars Percent 
2 ins bed 6 ht ee cs PaaS gD ee ea 
- States: 786,854,668 100.0 414,511,580 52.7 372,343,088. 4703 
-T ¥ 45;122,406-"100.0* . 23,974,568 5361 21,147,838 46.9 
© IT: $5,436,174 100:0 * 43,209,262. 77.9 12,226,912 22.1 
TIT *: “87,423,967 100.0 ~ 59,190,949 67.7 28,233,018 32.3 
“Tv 2° 63,466,755 100.0 ~ 32,564,350 51.3; 30,902,405 48.7 
VY + 104,583,139 100.0 41,593,003 39.8 62,990,136 60.2 
VI + 104,715,235 100.0 43,735,761 41.8 60,979,474 5862 
VIT + 80,822,394° 100.0 44,385,917 54.9 36,436,477 45.1 
VILL - 98,532,537. 100.0 | 45,173,950 8 A560 ee 53, 358,587 . 54.2 
TX : 27,028,068 100.0. 16,040,716 5904 10,987,352 . 4006 
Koha 57,933,274 - 100.0 =. 29,310,210" Sl. 28,023,058 - 48.9 
XI: 36,674,722° 100.0. 23,009,180 62.7 © 13,665,542 3743 
XII : 22,737,846 100.0 10,540,621 46-4 12,197,225. 536 
"t,  2.9718, 151. 100.0 1,783,087 59.9 1,195,064 40.1 


includes standard loans to other 
Form FSA-RRA9 for 1936- 


Frequency of supplemental loans ¢— If original loans were perfectly 


‘planned and immediately gave the bo 
»-and if plans were completely rea 
~> supplemental’ loans. 

‘sents an even larger 


In practice, 


‘does: the amount loaned for this purpose. 


The number of supplemental loans as a percentage of the t 
-use of funds, -Again-Region 


total standard loan activity. 


nunber of 


lized, there would be no 
the number of supplementals repre- 
proportion of total standard loan activity than 
Two-thirds of all standard 
“loans mde between July 1,' 1935 and June 30, 1944 from other than 

corporation trust funds were for supplemental loans, 
first year of loan activity 
loans were supplementals (table 7). 
ing proportion of the total 
wnental type, until in 1944 suc 


under the Federal agency, 


rrower an adequate economic base 
need -for 


Even in the 


one-third of the 
Fron 1939 on, a steadily increas— 
loans each year was the, supple- 


h loans accounted for 85 percent of the 


varied widely by regions, just as has the 


II represents the minimum use of suppleme 
of the total number being for this purpose 
studied (table 38, Appendix;. the 

loans for each region -by: fiscal 
.- Appendix). “Again, Southern regions repr 
plemental loans, 3 out of every 4 in V, 
Such loans were nearly as. frequen 
had virtually vanished in 
tal number were original 


x ticizuee OOS » 


category. 
VII and in X. By 1944: new loan activity 


- Regions V and VI; only 5 percent of the to 


the number of ori 


otal has 


ntal loans, only 39;percent 
‘during the 9-year period 
ginal and supplemental 
years is given in tables 36 and 37, 
esent the maximum use of sup- 
VI and VIII: being in this 


+, in drought—hit Region 
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Table 7.-Number of original and supplemental as percentage of 
total standard loans obligated, by fiscal years 
1936-1944 1/ Si 8 


Fiscal year Original * Supplemental 


ending June 30 _¢ nile ; i : 

¢ .. Percent Percent i2...4 ° Percent 

LOURL Sith tosea es #2 100.0 32.5 67.5 
1936 i'd 9..L00.0 67.3 32,7. 
1937 2 100.0 FS 716 63, 
1938 : 100.0 31.5 68.5 
1939 : 100.0 40.3 epithe 
1940 : 100.0 28.0 bee 0" 
LIAL Pee 0020-2 24,60 76.0. 
1942 7% acs 10030 21.5 1855 
1943 : 100.0 20.7 -, 1963 
s * 100.0 14.6 : SEL 


1944 


1/ Excludes corporation trust funds; includes standard loans to 


other than standard borrowers, includes Region XIII. Source: Based 
upon Form FSA-RR-49 for 1936-40; . Form FSA-323 thereafter. 


- A second measure of the frequency of supplemental ‘loans is their ratio 
. to active borrowers, since such loans are not made to borrowers in 
any other status, Each year since 1937, there have been from 49 to 68 
‘supplemental loans per 100 active borrowers, This ratio uses as the 
base the smallest number of borrowars active during the year, since 
those becoming paid up, or reclassified as collection-only, or dropped 
during the year, would seldom be expected to have received a supple— 
mental loan. However, taking the largest number of borrowers active 
during the year does not change the. over-all picture materially except 
‘for 1944 when borrowers were leaving the active category at a much 
more rapid rate than they were being added (table 39, Appendix). Al- 
‘though supplemental loans have been.an increasing proportion of total 
standard loan activity since 1939, ag measured by both amount and num 
ber, the ratio of such loans to active borrowers has been decreasing 


annually since 1941. . ites 2s se 


A third measure of the frequency of supplemental loans is the number 

. (received per borrower. Of borrowers accepted during 1936-37, only 39 
percent had. confined their borrowing to one loan by March 1939. Such 
borrowers had been on the program between 2 and 3 years by the March 
1939 date. (ne-—fifth had received at least 3 supplenental loans, thus 
averaging a minimum of one such loan per year including the year of 
the initial loan. Five percent had received 5. or more such loans dur- 
ing the 2 to 3 year period represented (table 8). Since three-fourths 
of this group-were still active in the spring of 1939, these data by 
no means represent the total number of advances which this group could 
be expected“to receive while on the program. 


Taking Regions II end VI as examples of. limited and frequent use, re-— 
spectively,.of additional loans following the original, in the first 
case 42 percent of the borrowers accepted during 1936-37 had received 


ae >] aut Re 
a ; aw (ag - A 
4 a : 9 ¢ ° 
2 
pT Fs. 7 _ oT rs " -- has 
’ ; ‘ $e i at, Tre ip a AT & é Bibb aa - Di ss j i he oe, 
, 4 » a i ae 7 -. Low 
2 4 "“ x 2% . a) f d } : “4 ia 3 i= by " 


s %, 
. ——~ a a 
‘ 
7 nm bow | y 
. i 
i : 4 ae 
7 e ‘ 7 ~ » 
- Y 
7 = pf 
’ 
vy 
% 
$ \ 
' 
' 
i 
4 
5 ~~ 
‘. 
, « > ‘ 
* 
“ 
"a= 
* 
‘ 
wt we. 
« 
Tr a ov 
> ’ 
, - f av 
; , i { ml j Be 
’ ’ 
f o r i 2 ° 
- t he 
f ° “yz ry 
4 
.: 
ae ro4 
iis 
7 + L * 
: » 
ee « } 
i - ‘ Fs 
n a; Pp arcs to! sue 
' 


v=. K ba 
. 4 t i? é 1” Se 
es 4 i a> = 
no We . y 7 weal oT; 
fs? s ‘ 
an A f 4 yas S) 96.204 
- ce = : 4 ee — aru 
eM ; a Dir AS » RTL GO JES heared 
ee ee f ai kip. ; (P seaiisiiseat Goagl: 1 sean ate i sake hecteollils 
b ea 4 aw s %* a _ ¥ tf} 4 - 
| | » = ~ « “ “ r? 4 rs 4 4 f 
= opie 7, ‘ s. Javsee diet vowel. Saha ee PEE ooria. vy ad 4 
Fs ; f - te on \ ar } any! ol 7A 0 Pay? =) oy 
=<sr 4 4 5 Py <ofoab ‘yj LM ae Be ee) bet + pe ck Se) ee win ee 
- “ . - ad f 
L. is 4 ae et -s - 


THe ae moh Intgonat Guages pooner Sif ) » anes ro 
d : hal. Te | $i op OSEOTIG A peer iam wey bers 
r ois f tone’ Yt rot ono oF gatitiod fe honide i 
Pe x wi ai cd etsee € fae 5 Sonted- pers +42 Sell tt my aes a oh 
ee att , Unae@e Cra aalqaae € sees i sollte or egg finan 

od 7 v1 . ‘ pete aia 


1% Spiga 


oy ra ky . 


ufil Z oils 


ai sy ubeveede 4 gEOL 


bfim> afer Ral er ascue 


a 


~ .'166 - 


“a supplemental and'l percent: had received’ 3 by March 1939 while in 
Region VI, 89 percent had” an additional, loan and 58 percent had 3 or 
more such supplementals. 


Taking borrowers accepted. during 1937-38, and thus having 1 to 2 years 
on the program by March 1939, only 43 percent had received only their 
original loan, OQne-—fourth had received two or more supplementals. 

For those accepted during 1938-39 and thus having a maximum of 12 
months during which to receive a loan by: March 1939, at least a second 
loan was received by 18 percent. In Region II, 96 percent of this 
latter group got by with only the original Loan as compared with 71 
percent of those in eee VI. 

Because. of the port Med importance of the supplemental loan activities 
there is reason to believe this picture for the 1936-39 period would 
be fairly descriptive of the situation later, 22/ 


Table 8.—Standard loan borrowers accepted 1936-39 classified 
by number of supplemental loans authorized by March 
1939, by period of acceptance: ae Regions and 


IT and VE Uy 
Number of $ Period of acceptance and Regions 
supplemental: %3-1—36 tol2—28—37 293-1=37 to. 2-28-36 3-138 to 2228-39 
loans se SMe Lites Vieees AU CO Oriel ley AVI #ttU.Ss tAcdles VI 
a7 robe Pot suuerctsmarretmmrcuemPct marche @erct aa Pct. 
0 | 38-8 5706" le M2286 ©7720 218.0 898165..9565. Ted 
1 z eh a. 34-0 15.1 3342 21 @) Lose iy i heh Ota 
Ce ley se be asd by 1504 15.7 128 €20;2 eI 20615558 
3 fal cera Lok. leo 5.8 Os2 ei 6" Ooh O57. 
4 5 3 6.0 amen 18.0 1.9 ea 3.1 % —_— _ 
5 or more Sn ein nt ee Ley 0.8 — 1.9 * — 
Total :100.0 100.0. 100,0 100.0 100.0 100.0 100.0 100.0 100.0 
3 2 ‘ . 


* less than 0.05 percent. 
1/ Source: BAE study of standard loan borrowers. 


The frequent use of supplemental loans was due to a combination of 
factors, Several factors are outlined here including: | (1) Unantic- 
" ipated eee came Up. cae aneet additional ae soa supplemental loan 


: oretnera ne all standard borrowers Beeepted by September 30, 1943, 
of which 94 percent were accepted prior to 1943, 64 percent had re- 
ceived loans during 2 or more years by this date. Some, of course, re— 
- ceived more than 1 loan during their first year so this understates 

- the proportion not receiving supplemental loans. Three percent had 

- received loans during 8 or 9 years, Among the active group as of the 
same date, of which 88 percent were accepted prior to 1943, 72 per-— 
cent had received loans during 2 or more years and 5 percent during 8 
or 9 years, See Debt Status, Tenure and Resources of Each Class of 
Standard RR Borrowers in 1943, FSA Release To. 6,°1943 Family Progress 
Report, June 30, 1944. . ai a le 


ae 


Sue aes. Pai. i 


=< ~ 


Thi 4 " 
pert AES. ‘ate TOgyss ae 


a St Wy ‘ocu™ 
a) +e ie 


‘et Py 


a in nirner ‘ 
i i72be 


a é 43 iia ¥ bad ‘oot ; F ands 


») ey b, 
x bat HeIgEyy Ae ates cae igh a bane gor pa ae ® 
ewuine Ba genes auBb gitt yy yrois, 9 oir 1 
Anhadey tain. Si ight oe sary Ree et 
TA 


bet 3 


I 


- 167 - 


was made, policy being to provide a complete line of eredit for fan=~ 
ilies on the Program. Such needs might be the result of unpredict— 
ables such as bad weather or other disasters of nature, or illness in 
the family, or they might be due to incomplete original farm and home 
planning or to changes in the plan Such as’ adding a new enterprise or 
Providing for health association membership, (2) The original loan 


Support the family. and permit saving enough to meet all current farm 
operating and capital expenses. (3) Repayment Schedules may have been 
over—optimistic and collection policies too strict So.that borrowers 


(4) Loan policy in some cases was to start a borrower Out with a small 
loan and meet later needs by an additional loan because (a) this was a 


(6) Borrowers were unwilling to take ona larger debt than they were 
accustomed to or felt was necessary, 


The traditional credit system to which both borrowers and supervisors 
were accustomed, the limited resources of borrowers, and the policy 
of moving slowly with families being "habilitatea" undoubtedly were 
largely responsible for the frequent use of Supplemental loans in the 
Southern regions while drought and pests were most responsible for 
their high frequency in the Great Plains, 


Size of original loan.— The average size of the initial loan to stand- 
ard borrowers increased fourfold between 1936 and 1944. An average of 
$240 for the first fiscal year under Federal administration, 1936" ere 
flected the relief philosophy of the times (table 9). The size was 
doubled by the next year, however, From 1938 through 1942 the average 
ran in the neighborhood of $600. There was some increase in 1943. fol- 


Despite Congressional linitations on the maxinun Size of loan, the 
average moved upward. This trend was not due to selecting borrowers 
needing more help to get a start. Neither can the increase between 
1943 and 1944 all be attributed to a rise in the price level, Rather 
it wzs due to action to establish borrowers with a nore adequate 
economic base and possibly, toan accompanying intention to reduce the 


use of supplemental: loans, Whatever the reasons for the ‘later increases, 


it is of interest that such a trend occurred in Spite of the fact that 
field personnel were Supposed to keep down the size. of loans :if’ 
practicable, 


expected, The initial loans have been sma llé st :in the South, where 4 
borrowers had the fewest resources. In every region the tendency has 
been evident to get away fron the small initial. loans of 1936 and 1937. 
The largest average size of loan was mado in 1944 in all regions but V, 
which hit a high in 1943, and X and XI which reached their peak in 

1939 (table 40, Appendix),. From 1937 through 1941, Region X consist< 
ently had the largest loans, ranging from $1,095 to $2,033. During. 
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1943-44, top honors went to Region II, with initial loans running from 
$1,021 to $1,512. By way of contrast, during 1944 initial loans in 
Southern Regions IV and Vy averaged slightly under $500: compared with 
$1,512 for Region IT, During 1936 when loans were smallest in all 
regions the range was relatively even more pronounced — from $130 in 
Region VI to $714 in XI, i 


Table 9.-Average amount of original and Supplemental standard 
Loans obligated, by fiscal years 1936-1944 1/ 


ea ee 


7 ending June 30 ; _ Original i 
; ; Dollars Dollars ie 


1936 : 240 67 
1937 : 487 166 
1938 : 592 216 
1939 : 629 246 
1940 : 12am 218 
LO4L : 658 194 
1942 : 631 . 232 
1943 $ - 104 285 
1944 : 1,007 316 


1/ Excludes Corporation trust funds; includes standard loans to 


other than standard borrowers, includes Region XIII. Source: Based 
upon Form FSA-RR-49 for 1936-40; Form FSA-323 thereafter, 


were $500-3999, anc more than one-third were in excess of $1,000 

(table 41, Appendix). One loan in 1O exceeded $2,000. Five regions. — 
Ty li seiko as ald XTe-ahad at least one-fifth of their loans in this 
highest bracket. Southern Regions IV, V, and VI were considerably 
above the national average in the proportion of borrowers with loans 

of less than $500, OMe. 


In keeping with the increase in average size of loan has been an in-- 
crease in the Proportion of large loans, pata for the major part of 
the 1942 fiscal year showed 24 percent of the new loans were -$1,000 | 
or more, and 4 percent $2,000 or more as compared with 38. and~10-per- 


cent, respectively, for the 1943 and 1944 years combined. 23/ . | +. 


By 1944. the average supplemental loan was larger than the: average: in- 


> 


\4 ’ 


Size of supplemental loans.— Supplemental loans have averaged one— 
third, or a little more, as large as initial loans, This average. «= 
size increased each year through 1939, dropped off for 2 years, and. - 
then started. upward again, to reach — like initial loans —— an-al]— 
time high in 1943 and 1944. The ranges were from $67 in 1936.to... 
$316 in 1944 (table 9). ; es eins glia ale an 


23/7 Based upon FSA report for administrative use. 


itial loan had been back in 1936 for every region but V, thus reflect— 
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ing abasic shift in the program away from relief and "subsistence! 

to greater emphasis on an economic unit, In view of the Smaller size.. 
of initial loans and more limited resources at the tine of acceptance 
of borrowers in the South, one might suppose the supplemental loans - . 
would average larger in order to compensates But this is not the 
case, for in every year the supplemental loans tended to average the 
smallest in Southern regions (table 42, Appendix). Region I, New 
England, consistently had the largest supplemental loans through 1943, 
usually followed closely by the Western regions, 
During the 1943-44 fiscal years, 19 percent of the supplemental loans 
were under $100 and 18 percent were $500 and over. However,. in all 
but the *outhern regions and XII at least one-third were in the 
larger category (table 43, Appendix). In the Southern regions, as 
many aS one-fourth were for less than $100. During these 2 years, 
twice as large a proportion were in excess of $500 as‘during the 1942 
fiscal year. — ts 


Total loaned per borrower.— How many dollars must be-loaned a family 
to allow it to be rehabilitated is a question that cannot be answered 
from the expericnce of the rehabilitation program, Too many other 
factors are involved, But the experience does permit the generaliza— 
tion that the amount loaned must be large enough, when combined with 
the resources the borrower already has, to produce an income that will 
pay farm and family expenses, interest, and depreciation if the loan 
is to be repaid within the lifetime of the goods for which the loan is 
advanced, 24/ The less the resources of the borrower at the tine of 
acceptance, the larger the loan must be, assuming the same level of 
TLV 6 


The average borrower who had ever.been on the program through Septem-— 
ber 30, 1943 had received loans ‘totaling $1,043. Those who were 

paid up had received 9825, those who were classified-as collection— . 
_ only had received $774, and-those who were dropped had received 651: 
(table'-44, Appendix). “Active borrowers had received $1,310 reflect— 
ing (1) that they had “been-on the program an average of at least :.. 
‘twice as ‘long as’ the other .categories and thus were- more likely to 
have received supplemental loans, and (2) the weighting of the larger 
initial and supplemental loans made during the later years of the 
program. : 


Although paid-up borrowers for the country as a whole received more 
than the collection-only and dropped groups, only 4 regions — LGE 

VIII, X and XII followed the national pattern. In the other eight, 
the collection—-only group received the largest loans among the non- 
active categories, In every region, however, the paid—up group had 


24/ FSA, using 1942 prices and data from the 1942 Family Progress 
Report of active borrowers, found $1,300 to be the minimum average. 
value for the United States of working capital necessary to-permit. . 
these families to operate a farm which will return enough income :to- - 
pay $1 on debts after meeting farn operating and family living ex~- 
penses, See FSA Family Progress Report No. 6, 1943, op.cit. 
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the most resources at. the - tine. of ‘acceptance: and*therefore required 


‘smaller loans, The dropped group ~— those from whom. efforts at 


collection are’ no longer made — had: +hes te resources and re—- 
ceived the ‘smallest eet. or : 

The story with peereer rd the einunt. foered is different for the . 
early part of the program: covered by the study by the Bureau of Agri- 
cultural Economics, ‘Among borrewers accepted during 1936-39, those 
paid up by March 1939. had borrowed only $322 (median) as compared 
with $537 for the dropped and colle ction-only categories combined. 

In every region the group paid up by 1939 ‘had the smaller loans but 
more resources at the time of acceptance; in general, they were bor- 
Bees cases with respect to acute need for STEEN ees credit. 


The eroater feeiuiendy of supplemental. Score in the eenthom regions 
has not compensated for the smaller average :size of initial and sup— 
plemental advances, Despite less resources at time of acceptance, 
Southern borrowers have received less loan funds than those in other 
poe te help them to improve their ASPIRIN feeb 44, Appongt) 


From the. BAE study some picture may be obtained of the variation, in 


-size of loan within regions as well as among regions. For example, 


of the borrowers accepted during 1936-37 in Region V, one-fourth: bor-— 
rowed less than $250 by the spring of 19395 one-half borrowed less 
than $500 and only 16 percent more than $1,000 (table 45, Appendix). 


- In contrast, in Region X, 3 percent Teen less than $250, 11 per- 


cent less than $500, and 68 percent more than $1,000. In fact 3 per- 
cent of those in X had borrowed in exeess of $5,000 within this 2 sae 
3-year period. . 


Although larger loans have been made in the areas where the borrowers 
had more resources, because of the social-welfare objectives of the 
rehabilitation program the amount of the loans has not varied direct— 
ly with the economic resources of the borrowers at the time of accept- 
ances For example, among active borrcwers in five Missouri counties 
about as much money was loaned by July 1, 1940 to those ‘with almost 

no resources as to those with considerable, as shown by the follow 
ing summary : 25/ 
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in the BAE study. With the exception of the: croppers, who reflect 
the smaller loans made in the South, the groups with the smallest net 


. | orths had the largest loans. This is show in the following 
tabulation: . | 
Tenure before Median working capital Median amount of 
acceptance. net worth at acceptance loans, 1936-39 
Full owner : $473 . $634 
Part owner ~ 484 . 782 
Tenant “. £357 708 
Cropper 149 ae tan ee 
Hired farm labors fae LO7 2. AY 
Non-farm 79 me haw e788 


¢ 


Borrowers over 55 years of age tended to borrow smaller amounts than 
-+ those younger, probably because they needed less credit and possibly 
because they were more reluctant to borrow above minimun needs . 


” 


Purposes of loans.-~ Nearly 1,500 different purposes were listed on 
the loan agreements made curing 1936-39 for a group of 353672 borrow- 
ers studied, The range of items covered nearly everything néeded in 
operating a farm in different parts of the country and a wide range 

of living items ~—— from turning plow to tractor, from hatching eggs 

to steers, from nails to houses, from recording fees to ‘farm—organ— 
ization dues, from arsenic to alfalfa, from paying off the local 

a merchant and banker to paying off the Farm Credit Administration, from 
a meat -hog to false teeth, from obstetrical fees to burial insurence, 


. 


This variety of items was reduced to the following major categories for 
analysis; (1) Capital gocds, including (a) machinery and equipment, 
(b) livestock and poultry, and (c) improveinent of land and* buildings; 
(2) debt.settlenent and refinancing; (3) current farm operating ex- 
“penses; and (4) family expenses, } 


There was a distinct difference in the purposes of original and sup— 
plenental loans, : Half of the original but only, one-third of the sup- 
plemental loans were for the purchase of some form of capital gocds, 
+. primarily livestock (table 10). Debt settlement and refinancing took 
17 percent of the total amount of original loans but only 6 percent 
Of the supplemental, a difference which would be expected in view of 
the policy of getting necessary refinancing cone at the time of enter- 
ing the -—program..-.In the other major categories, the Supplenental 
‘7 loans had ‘the larger proportions, Thus cne—fourth, of. the original 
but one-half of the supplemental advances were for cyrrent farm ex— 
_penses. and 7 percent of the original but 9 percent of the supple— 
mental money was for family expenses, Jn general, the initial loan 
gave the borrcwer some resources, refinanced critical debts and pro- 
vided for current expenses, The supplemental loans’ helped meet an- 
..  “nually recurring expenses and continued to build up rescurces of 
“.. ‘the borrower; ; at Ar ace 
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3 
als (as eer * Original 3/ ? Supplenental ‘uthorized 
‘ : Percent Percent -; Percent 
Capital goods : 499 3304 B94 
(a) Machinery and equipment: ad: 6.7 50.8 
(bo) Livestock and poultry : 41.0 2405 83.9 
(c) Improvement of land : a 
pee OC DULAC neo ae 1.8 2602 15.8 
Debt settlement and refinan- : mone ety 
cing maa 1 3 16.6 520 45.7 
Current farm operating : . 
expenses : 26.0 51.2 8704 
Family expenses : 6.6 i 8.6 56.3 
All other 2/ : 0.9 Ue 18.1 
Total : 


ou Source: BAE study of standard loan borrowers; Region III excluded, 


3/ Includes some supplemental loans since for borrcewers accepted 


-penses took the largest share (table 46, Appendix). The proportion 


percentage reaching one-fifth of the total in VI. The largest peopor- 


ea php ee 


Table .10.-Original and supplemental loans through February 28, 

ot 1939 to standard loan borrowers accepted 1936-39, 
classified by major purposes for which authorized; 
percentage of borrowers authorized loans for 
specified major purposes 1/ 


~» Amount : Borrowers 


100.0 | 10010, 2 100.0 


Py! Includes loans for which purposes were not known or not reported 
so as to be classifiable by major purposes. — 


March 1, 1936 — February 28, 1937, for example, all loans authorized 
within this period are included. 


In all regions but V, capital goods accounted for the largest propor— 
tion of the original loans; in this region current farm operating ex— 


going for capital goods ranged as high as the 65 percent in Region II. 

The 43 -percent in Region V for current farm expenses represented the © 
top for this purpose. Southern Regions V, VI, and VIII and XII were 

above average in the proportion authorized for family expenses, the 


tions for debt settlement were in non-Southern regions, except for VIII. 
Considering supplemental loans, in 8 regions current farm operating 
expenses took the largeest proportion, in 3 — VI, VIII and IX — 
this purpose and capital goods were about equally important, while in 
II capital goods was by far the most important. Half or more of the 
supplemental, money was for current farm expenses in Regions I,’ IV, V, 
VII, X, XI, and XII. Advances for family expenses were significant 
only in the Southern regions but included 30 percent of the supple- 
mental money,in.Region VI. . > Gis Ale oa cha 


If it is assumed that the advances for debt settlement and refinanciné — 
were for items with a lifetime of more than 1 year, and: that all fam 
ily expenses were for goods with less than 1 year's lifetime, then 
two-thirds of the original advances were for recoverable goods a 
one-third for nonrecoverable goods. For the supplemental loans, 
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Proportions were almost reversed, two-fifths being for recoverable 
and three-fifths for nonrecoverable goods (table 11), 


Nw) Table 1l.—Original ang Supplemental loans through February 
28, 1939 to Standard loan borrowers accepted 


Seay ene for which euthorized, by 


regions 1 
Region: Original : Supplemental 
Bot 1 -ovetable lohecov erable Total atoverable qisiSonGeae, 
pect: Pet. Pct. CL, ae Oe PCt, 
United ; ae re ae 7a ee 
States :100.0 66.5 B3e5 100.0 39.0 mee 01.0 
Paes LOOT0 sae 66.5 3305 100.0 26.9 oak 
Ti 2100.0 90.7 93 100.0 79.9 20.1 
IV :100,0 65.9 34.1 100.0 38 o4 61.6 
WaeesLOO5O 4705 5205 100.0 20n/ 73 03 
Vise s10020 spy if! 44.3 100.0 BGr 63.9 
VIT se3L00,6 1502 24.8 100.0 4843 ay 
VEEL 2100.0 64.03 Boa 100.0 4306 5604 
IX5 4s 100.0 634 36.6 100.0 49.3 50.7 
Ames LO0.0 7304 26.6 100.0 40.9 sya 
XI :100.0 68.6 314 100.0 24.7 75.03 
XII :100.0 51,0 49,0 100.0 31.8 68,2 


e l/ Based upon table 46, Appendix; Region III excluded, 


All four Southern regions and IX and xIT exceeded the national aver— 
age in the percentage of the original loans allotted to nonrecover— 
able goods. Southern regions IV, V, and yr — along with I, XI, and 
XII — were abave average in the percentage ef Supplemental loans for 
» nonrecoverable goods, It is Significant that borrowers in the South— 


' portion of the loans for nonrecoverable rather than capital goods , 


Three-fifths of the total advances for the 1936-39 group of borrowers 
were for recoverable goods, with a variation from the low of 44 per-— 
cent tn Region V to 90 percent in Region II (table 47, Appendix), . 


Some notion of trends in the purpose of loan during the 1936-39 per- 
iod can be. obtained by comparing first-year loans during each of 5 


penses received a Progressively smaller share of the loan money and ee 
debt settlement a larger share (table 48, Appendix), Current farm 
and family expenses combined dropped from 40 Percent of the total for 
1936-37 borrowers to 27 percent for the 1938-39 group, Growth in the 
a practice of consolidating debts, and incidentally bailing out private . 
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and other public agency creditors is shown by the increase of advances 
for debt settlement from 8 percent of the first year loans for the © 
1936-37 group.to 22 percent for the 1938-39 group. To the extént that 
refinancing was for recoverable goods, the 1936-39 group received a 
progressively larger proportion of such first year loans than was the 
case during 1935-36, the first year of rehabilitation under RA, when 
D1 percent was loaned for recoverable goods. 26 


All borrowers did not receive loans for all purposes but the variety 
of needs of most of them was expressed in the fact that so many did 
receive advances for a combination of purposes. Nine out of 10 of 
the 1936-39 group obtained funds for the purchase of capital goods 
(table 49, Appendix). An almost equally large proportion received 
advances for current farm—-operating expenses. Over half of the bor— 
rowers received some money for family expenses and nearly half re- 
financed debts. Livestock and poultry was the most important capi- 
tal-goods category, 84 percent receiving loans for this purpose. 
Half were made advances for machinery and equipment. 


It appears significant, viewed against the general background of re— 


.Sources and size and frequency of loans, that a region like V should 


hdve the smallest percentage of borrowers to whom were made loans 
for livestock and poultry; that practically every borrower in V and 


.VI should be made loans for current farm—operating expenses; that V; 


VI and VIII should be 3 of the 4 regions above average in the per- 
centage of borrowers having debts refinanced; and that these same 
Southern regions should be so far above the national average in the 
proportion of borrowers loaned money for family expenses. ; 


Immediately upon acceptance nearly all borrowers needed some capital 
goods, especially livestock, and funds to meet current farm-operating 
expenses,. Half of them needed money for family purposes. One-third 
to a half had debts refinanced almost immediately (table 50, Appendix). 
The 1936-39 data suggest that about half came back for financial aid 
the second year on the program, particularly for current farm-oper-— 
ating expenses but also frequently to add more capital or to mect 
family expenses, About one-third came back for help the third year, 
again most commonly for current expenses but frequently to add still 
more capital goods. The proportion returning for help annually 
dropped off progressively. The policy was to adjust repayment 
schedules and collections to permit a borrower to build up a reserve 
with which to met annually recurring costs and,thus eliminate the 
necessity for a supplemental loan, The results indicate that this 
policy was not always successfully carried out in practice. 


Some further insight into the nature of the credit extended rehabil- 
itation families may be gained from a more detailed classification 


- of purposes. of the advances made. For example, the proportion author-— 


+ 


ized a loan for some form of cattle —. anything froma calf to a 
herd of beef cows — ranged from 18 percent ef the Region V borrowers 
accepted during 1936-39 to 70 percent of the Region II families, 
while the average amounts authorized for this purpose ranged from 


26/ First Annual Report, Resettlement Administration, p. 10. 
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$46 in Region V to $594 in Region X (table 51, Appendix). The data 
Suggest that not only were fewer Southern borrowers made :advances for 
cattle but that the number of cattle bought through the loans was 
less and the quality was poorer than elsewhere. From 14 to 51 per— 
cent received loans for hogs in amounts ranging from $14 to $106. 
From 6 to 46 percent were made loans for poultry in amounts ranging 
from $12 to $152. Work stock was a frequent purpose, from 31 to 

75 percent of the borrowers in the different regions having advances 
of from $182 to $280 for this purpose. Loans for tractors were made 
to less than 1 percent of the Southern borrowers but to 1 in LO of 
those in Region X. The average amounts authorized for tractors sug— 
gest that the majority were bought in partnership, frequently through 
a joint—-ownership "simple service" loan. Some were undoubtedly 
second—hand. : 


Considering just the loans for current farm-operating expenses, seed 
and feed took the largest share of the total for the 1936-39 borrow-— 
ers for both original and supplemental loans (table 52, Appendix). 
Fertilizer and lime came second for beth first year and later loens. 
From three-fifths to four-fifths of the bcrrowers were made ‘advances 
for feed and seed during their first year; mch smaller proportions 
during later years (table 53, Appendix), The proportion receiving 
loans for other purposes such as fertilizer and lime, labor, and gas, 
oil, and grease also tapered off after the first year. 


The older the borrower, from 35 on, the less likely he was to have 
been advanced funds for any capital goods or for a large amount of 
capital goods, As might be expected, farm laborers and the nofhfarm 
group averaged larger loans for capital goods than those who had held 
other tenures. Croppers, despite their lack of resources, received 
capital—goods loans averaging but little different than loens for 
owners and tenants, Eight out of 9 croppers received less than $500 
for capital goods compared with less than half of the farm laborers 
and 80 percent of the full owmers. a Pier 


Standard loan collection policies.— Standard borrowers were made 
loans in the expectation they would adhere to the terms of their ob— 
ligaticns and pay back their loans in full. Violation of the terns,. 
when accompanied by evidence of bad faith, was justification for 
strict enforcement, This did nét prohibit revision of the terms when 
the welfare and progress of the client and other circumstances 
warranted. 27/ All property serving as security for a loan was to be 
given reasonable care by the client to preserve its value and to pro- 


. tect it from destruction and undue depreciation. 28/ 


Despite the policy that each borrower was obligated to repay in fnll 
and that security was to be as a dequate as possible, it was recog-— 
nized from the beginning that not all leans would be paid back. The 
first estimates were that, including both standard and emergency 
loans. to-both individuals and associations, at least 75 percent of 


277 RR Loans — Collection — General, FSA Instruction, Octsi25, 1938. 
28/ FSA Instruction 761.5, Oct. 25, 1938. 
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the rate might be lowered by an intensive educational program on the 
care and upkeep of machinery and by requiring repairs whenever pos— 
sible. This policy was seen as a means of reaching borrowers at a 
lower economic level by keeping down the repayments required each 
year. 


In cases where a borrower cannot meet his obligations through no 
fault of his own, but if given an extension of time is likely to be 
able to pay up, a "forbearance" may be issued. This.is simply a de- 
cision to take no action to collect for a limited time. 


Notes have been "renewed," thus setting up a new schedule of repay- 
ments and usually extending the time of repayment, under several 
circumstances. 32/ These included such censiderations as: (1) One 
or more notes were delinquent because the repayment schedule was too 
heavy in relation to the borrower's debt-paying ability or for other 
reasons; (2) no note was delinquent but a supplemental loan was re— 
quired and for convenience all notes were combined into a new one; 
and (3) local law was such as to require a.renewal. It was the de— 
sire of the agency to renew all the notes if there was a default in 
any one of several taken for one loan, 33/ ‘Renewals were made for 

a maximum of 5 years. 


The effect of a renewel is to reduce temporarily the matured prin— 

cipal but to leave unchanged the total advances, total outstanding, 
and the amount collected. The new mturity schedule was based upon 
the borrower's estimated ability to repay and as a rule called for 

repayments beginning in 8 to 12 months from the date of renewal. 


~ Renewals did keep delinquencies: down. Considering all loan funds 


rather than standard loans only, however, this was not generally the 
primary purpose of renewals as shown by the following summary for 
the United States: 


Percent of total principal 


Fiscal year renewed which was matured 
1939 he a 61 
~ 1940 46 
(21941 41 
1942 ak eas: 
rLOL3 4 ; 2537 


Renewal activity was at a peak during the 1940 fiscal year, compared 
with other years, for which data are available. Again considering 
all loans rather than only standard, the principal renewed as a per— 


‘centage of the-principal outstanding at the beginning of the fis-— 


cal year was as follows: 


32/ Executive order No. 7413, August 1935, provided for the renewal 
of borrowers! accounts; this authority was extended to regional 
directors in Dec, 1935. 

33/ FSA Instruction 761.4, Oct. 25, 1938. 
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Fiscal year” poe rercert 
oo 30 
1940 39 
1941 oh) 
1942 25 

1943 18 


There was little similarity among regions in renewal policies, partly 
because no renewal criteria have been established. Security require— 
ments of the States in Region X forced a high renewal rate which in-— 

flated the national average. 


Provision was made for a "release" of mortgaged property for reasons 
such as to (a) enable repayment of a borrower's indebtedness, (b) 
further the borrower's rehabilitation by permitting the use of pro- 
ceeds for specified purposes such as’ expenditures contemplated in the 
approved farm and home plan, and (c) liquidate the borrower's ac— 
count. 34/ Releases for purposes and from sources contemplated in 
the farm plan could be approved at the county level; other releases 
were granted at the regional level, except for real estate, the re- 
lease of which was made by the Administrator. 


-A borrower who did not receive sug rvision or financing but who had 


no completely repaid his loans was classed as "collection—only" as 
long as there was any possibility of collecting from him, or as 
"dropped" if possibility of collecting had been abandoned. The loans 
of a dropped case were never renewed; when a borrower was dropped the 
total amount outstanding was inmediately due. Except in such circum— 
stances as death, a collection-only or a dropped case represented 
failure in at Jenat the 1inancial aspects of the SEBO rehabil— 
itation. ; 


When a borrower defaulted in his loan the county supervisor could 
recormend "liquidation," the process of collecting all that was pos— 
sible from a borrower and of realizing on all security that he might 
have given. The policy was to use liquidation only as a last resort, 
after every effort had been made to enable the borrower to continue 
in the rehabilitation program and after considering such factors as 
the borrower's attitude with respect to intent to repay, the condi- 
tions causing the default, the practicability of the farm and home 
plan, and the effect upon the security if repossession was de-— 
layed. 35/ liquidations were "voluntary" or concurred in by the 
borrower, or "involuntary" with court action required for reposses— 
sion of the security, In the case of voluntary liquidation the se- 


- curity might be disposed of by the borrower through private or pub- 


lic sale. AS soon as liquidation proceedings were started the total . 
amount of the loan outstanding was due. If. the liquidation proceed- 
ings realized enough to cover the amount outstanding, the borrower 
was classified as paid-up, otherwise he was usually placed in the 
"dropped" category. Except when property was abandoned, any action 


FSA Instruction 761.5, Oct. 25, 1938. 
35/ FSA Instruction 761.6, Oct. 25, 1938. 
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to repossess property or liquidate -an account had to be approved in 
advance at the regional level, Legal action to enforce payment was 
taken by a Federal attorney rather than Py we rehabilitation | agency. 


Before 1938, when accounts were ahi by the Treasury Department, Te- 

payments were applied first to. principal and second to interest. 

Since FSA has ‘kept the accounts, the reverse has been true. 
Cooperative Loans 

Cooperative’ activities as a means of fostering the rehabilitation 


of borrowers weré encouraged by making loans “to individuals and to 
associations, within y Speresss oped limitations, 


[aeerers made to inaividesls to participate in cooperative associa- 
tions or for group services, the latter being an informal group of 
two or more participants who entered into an agreement to operate 

and use jointly such facilities as farm machinery or sires. Group 
service loans in-excess of $50 had to be supported by a complete farm 
and home plan and such'a borrower would be classed as stendard. Joans 
of less than $20 for group services could be made only to active 
standard borrowers. Thus only if the loan were from ‘{:30 to $50 and 
the borrower did not have a standard loan would .he be classed as a 
nonstandard borrower, ‘The interest rate on such loans was 3 percent 
except in the case of master borrowers, where an individual obtained 


in his own name a loan for an item to be used jointly -with others, 


the rate has been 5 percent since 1941. 36/ Information is not avail- 
able on the amount of advances =e individuals for cooperative or 
group purposes. 


Until prohibited by Congress as of June 30, 1943 direct loans were 
made to*a wide variety of cooperative associations, Membership in 
these associations included both standard loan and other borrowers, 
both RA-FSA and other families. Loans were repayable up to a max- 
imum of 40 years and renewable under certain conditions for the sam 
period; 37/ In general the same policies governed the repayment of 
loans to associations as to individuals. The interest rate on all 
association loans was 3 percent. 


‘Diréct loans through June 1944 to all associations totaled 


$22,136,267 of which one-half was in Southern Regions V, VI and 
(6g. 38/ 


36 / FSA Instruction 831. dMdulyaLo; 1541. 


37/ FSA Instruction 806.1, Deceinber 28, 1942. 
38/ FSA Report No, 1, Part Iv, tables 4-I and 4-J as of June 30, 


19443; excluding about $5, 000, 000 advanced to 16 associations ‘trans-— 


ferred to the Federal Public Housing Authority under Executive Order 
No. 9070, February 24, 1942.° This total is at variance with the 36 
million reported to the Cooley committee as of February 28, 1943 be-— 
cause the patie includes advances. to Defense Relocation Corporations. 
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Other Types of Loans to Aid Standard Borrowers 


-"Club" loans generally not exceeding $75 could be aut jointly to 


clients and their minor children to finance.the participation of the 

latter in 4-H or similar organizations. 39/ Authority was given in 

1940 to mke club loans up to $150 in special cases approved by the 

regional director. Loans for. 4-H club participation required the : 
concurrence of the county extension agent. Those for use in other 

clubs required the recommendations of the club's supe rvisor. 


The routine for these loans was the same generally as for standard 
loans. Until 1941 no separate loan agreement was required; rather, 
the club loan was usually consolidated as part of an original or sup- 
plemental loan. When made as a separate loan, these were considered 
as supplements’ to a standard loan. Data are not available showing 
the number and amount of club loans. . 


Advances known as ACP, ACL, Agricultural Conservation, or Soil Con— © 
servation loans were made in at least some regions, using AAA pay— 

ments as collateral, to finance soil—building practices. ;Such credit 

was first extended in Region XII in 1938 as a result of the credit -- 

needs of farmers who could not participate in the agricultural conser-— 
vation program because they could not finance the purchase of mater-— 

jals needed to carry out soil-—building practices. The loans could not 

exceed 60 percent of the estimated maximum ACP payment, carried 5:per- 

cent interest, were to be repaid yhen AAA paid the borrower, and were 

made upon recommendation of the county AAA committee. Such loans... 

were automatically paid up, of course, when the farmer received his « 

money from the Government for following specified practices. 


Complete information is not available on the number and amount of such 

loans but it is known that in Region XII 3,656 were made for $736,349 

during the 1938 fiscal year and 789 for $154,940 during the 1939 fis- 

cal year. Such loans were also made in Region I during 1938, III and € 
IV during 1940. Apparently the chief effect of such loans was to 

encourage other credit agencies to make advances on the basis of 

anticipated benefit payments as security. 


Special real estate and farm and home improvement loans available to 
standard type borrowers are now consolidated with the farm -ovmership 
program. Loans are also made to individuals for water facilities, and 
for flood restoration purposes, although the latter are made from a 
special non-FSA appropriation. en 


Rehabilitation Credit Principles Ry 


An evaluation of the credit made available to standard loan borrowers 
through the rehabilitation program will include an appreciation of 
several considerations. Because of this assistance small and low-— 
income farmers have been enabled to remain in agriculture who might ~ 
otherwise have been forced out altogether into other occupations or 
onto public relief of some form. Others have been able to acquire 


39/ FSA Instruction 731.3, December 2, 1939. 
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Sufficient resources to improve their econonic status. This form of 
credit has offered mény their first -opportunity to free themselves 
from outrageous interest rates end impossible terms. As the human 
welfare objectives have boen predominant in formulating policy, the 
size of loan has not been determined solely by the borrower's equity. 
At the same time, there has been a tendency, for a variety of reasons, 
to make this eredit conform to more orthodox banking procedures, 
Progress has been made in adapting the terms and purposes to the needs 
of borrowers but it is a Question whether sufficient Plexo tyein 
tems and size of loan has been put into practice, to meet the needs 
of borrowers at the lower economic levels. 


Considered in relation to factors associated with the Success or 
failure of borrowers and the rehabilitation’ process, experience seems 
to indicate the following as general principlés with respect to the 
credit phases of rehabilitation. Py: : 


Bees The loan, considering the borrower's resources, must 
be large enough for such purposes as will establish 
debt—paying ability if repayment is to be expected. 


2- The lower the economic level from which borrowers are 

Selected,.the larger the total amount of loan and the 
greater the need for supplemental loans if the borrow-— 
ers are to. be established ‘on a irm economic: base with: 


debt—paying ability. oh arue 


3- Repayment terms should (a) be based upon the estimated 
life of the goods for which the loan is made, and .(b).. 
Provide for variable. repayments based upon the debt 
paying ability of the borrower, rather than eH ES aioe 2 
for fixed annual installments, - ee . : 

4. The lower the economic level from which: the borrower. - 

comes, the more flexible must be the repayment schedule, 


9» The lower the economic devel from which the borrower 
comes, the greater the desirability that there be a 
testing period under some arrangement such 4s a work— 
grant agreement before a loan is made, so the abilities 
and capacities of the family may be more adequately 

_ appraised and more realistic planning instituted. This 
Will help to maximize the chances of successful 
- rehabilitation, ; 


6, Extending a full line of credit is preferablé to risk- 
ing the conflicts and obstacles to rehabilitation that 
are likely when borrowers obtain credit from several 
sources, ~ a - 


7. Repayment by means other than money is not satisfac— 


) ~ tory without drastic adjustments in Federal collec— 


tion procedures, 
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Problems and Issues 


Since credit policies with respect to size of loan, terms of repay- 
ment, and strictness of collection must be. geared in to fit the needs 
of the borrowers selected, there are two choices. (1) If loans are 
to be restricted in size without regard to the requirements of the. 
individual family and’at the’ same time a strict collection policy is 
to be pursued, then families accepted must be near the borderline of 
eligibility for other forms of credit. (2) If borrowers allt the way 
down to the bottom of the farm economic ladder are to be’ helped or* 
if a "go slow" technique of building up families is to be followed, 
flexible credit procedures must be permitted. It is impossible to 
rehabilitate families successfully by "digging deeper into ‘low-income 
levels when selecting them" and’ at the same time advocating smaller 
loans’ and stricter collections. . ae whet 


To meet the problem of regularly recurring supplemental loans reqiores 
adjustments in thé: farm plant and operations of the individual borrow- 
er, sufficiently large advances for capital goods to establish debt 
paying ability, and flexible collection procedures: while the borrow— 
er is getting on his fect. 
If national policy is to be to make loans. to rehabilitate families 
in low economic s tatus, consideration must also be given to pro— 
viding for a systematic. use of grants for such families in the early 
years of the rehabilitation processe o8 


To the extent the Nation develops a recognized policy with respect 
to the Kind of a farm plant it wents and the opportunities to be made 
availa’ ble in agriculture, rehabilitation credit should be corre— 
lated to implement such policies, Correlation will require answers 
to such questions as, Which families are to’ receive rehabilitation 
loans if some must leave agriculture? 


CHAPTER 9 


a ee EAS ee 


Grants of money with no obligation for repaynent were extensively 
made. to farm families during the depression. years. The original ob- 
jective of such grants was primarily to erovide direct relief to 
support a minimum level of living. At first, grants were not intended 
for families who had received loans. . in practice grants were made not 
only to agricultural families not receiving loans nor. eligible for 
them but were made to standard borrowers whose economic. situation was 
such that minimum needs could not be met through loans., Gradually 
the grant came to be used as a tool for implementing rehabilitation. 
Reduction in grant funds during the war, however, meant the virtual 
elimination of such aid. to standard borrowers. 


x Prepared by Olaf Fe Larson and Paul J. Jehlik, Bur. of Agre Econe, 
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A unique feature of this form of aid, as incorporated into an agri- 
cultural program, is that it has been atteched to the person, not to 
property, and has not been wholly conditional upon performance of 
Some Stipulated service. Ks 


‘ Development of Grant Policies and Usages | 


Under FERA many of the advances, as already noted, were for subsist— 
ence. Had the family not been in agriculture, the aid might have 
been in the form of direct or work relief with no obligation to re— 
pay. In fact, many of such advances were later written off as un~ 
collectible and were grants in effect. In November 1935, following 
transfer of the rehabilitation program to the Resettlement Adminis— 
tration, an order issued by the President provided for making emer-— 
gency grants to farm families who were in need of emergency assist— 
ance and unable to get assistance from any other source. This was 
thus a category of public assistance of a direct relief nature re— 
served for people in agriculture. 


Policies under Resettlement Administration.— Persons eligible for 
grants were farm owners, farm tenants, sharecroppers, farm laborers, 
and others, who, when last employed, obtained their livelihood pri- 
marily from farming operations and who were certified as eligible for 
public aid, provided that -such persons fell within either one of the 
following classifications: (1) Persons who, in the opinion of the 
Resettlement Administration, were potential standard rehabilitation 
cases and were in need of immediate aid, the granting of which could 
not, without causing human suffering, be deferred until regular farm 
and home management plans had been fully developed or, were (2) per- 
sons in distress because of drought, flood, hail, tornadoes, and so 
forth, who needed only temporary aid to help them over the emergency, 
and who did not require plans for reorganizing their farm and home 
management operations. 1/ Emergency—loan cases who met the qualifi- 
cations as to farm residence and dependence upon agriculture were 
also eligible. Regional directors were authorized to make grants to 
persons who were standard rehabilitation borrowers to enable them to 
meet unforeseen and extraordinary emergencies not anticipated in the 
farm and home management plans accepted as a basis for loans, 


The original intent was to confine grants to families who were con— 
sidered by the county committee to be potential rehabilitation cases, 
There were two major deviations, First, providing for grants for 
subsistence to standard borrowers permitted the acceptance of many 
farm-management plans which otherwise would not give reasonable prom 
ise of repayment. Second, grants were made to families who could 


‘never be considered rehabilitation borrowers because of their health 


or economic situation but who, because they gained ‘the larger part’ of 


- their livelihood from agriculture, were the responsibility of The 
- Resettlement Administration by administrative agreement. 


Grants were to meet emergency needs for food, fuel, clothing, med- 
ical service and other subsistence goods and services, At the be- 


1/ PA Adninistration Order 92, November 2, 1935... 
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ginning of 1937, The Resettlement Administration assumed responsibility 


for about 250,000 drought cases dropped by the Works Progress Admin- 


istration, by making subsistence grents upon application by the 
families. 2 


Policies under FSA.- The use of grants as a rehabilitation tool was 
developed under FSA as the purposes were broadened and as criteria 
were established for their use in balancing farm and home plans, and 
provision was made for "work grants," They were especially used to 
provide improved health and environmental sanitation facilities. 


By 1940, grants were made to eligible families, including standard 
loan, for the following purposes: (1) Subsistence needs — includ- 
ing food, clothing, fuel, shelter, garden seed, garden fertilizer, 
implements and materials — determined by a grant budget or, for 
borrowers by the farm and home plans; (2) immediate medical care and 
emergency hospitalization essential to the rehabilitation of the fam— 
ilies; 3/ (3) participation in health and medical associations in 
those areas served by approved associations, providing the applicants 
were not in.a position to pay for medical care from their own re— 
sources during the period of membership covered by the grant — such 
grants could not exceed #50 to a family in any one fiscal year; (4) 
sanitary facilities essential to femily health including construction, 
repair, or charge of location of sanitary privies; screening doors 
and windows of dwelling houses and milk houses; and construction or 
repair of wells, curbs, or covers of wells, cisterns, or springs to 
prevent pollution of the family water supply — such grants were not 
to exceed #100 on any one farm in any fiscal year and were Limited to 
areas designated by the regional director; (5) essential household 
equipment.necessary to preserve health, such as pressure cookers, can- 
ning jars, sealers, cooking and heating stoves, bec springs, bed 
clothing and matvresses, ena required supplies sucn as nails and lun- 
ber for making essentia. minor repairs to buildings; amounts not to 
exceed $50 to. any family any fiscal year; and (6) other emergency 
purposes specifically designated by the Administrator to meet such 
situations as fiood, drought, crop failure, insect infestation, cy- 
clone, hailstones, unseasonabie freezes, and sharp drops in farm 
prices. 4 P, 

Grants were not to be made (1) for goods or services which the fam- 
ily could supply out of current resources or available farm income, 
or where a loan for the purpose wes justified, (2) to pay old debts 
or to make repayments on eny indebtedness to the Government or. a 
State RR Corporation, (3) for purposes which would permit a family 
to divert income, otherwise used to meet its needs, for the payment 
of excessive debts or inequitable rental — that is, debt and rental -- 


pe ei alata i sR A WR AOS AE eee SS eT ——— 
2/ Informal memorandum of agreement between Works Progress Adminis— 
tration and Resettlement Administration, signed by Milo Perkins and 
Aubrey Williams, February 1937, . 
3/ Administration letter 509, Merch 19, 1942 provided grants not in 
excess of $100 would be made to correct remedial physical dis— 
abilities under certain conditions, 
4/ FSA Instruction 741.1, Revised December 21, 1940. 
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adjustments were to be made before approving grants beyond an initial 
one for subsistence and immediate medical care, and (4) for purposes 
which had the effect of perpetuating undesirable land use situations 
or obstructing conservation practices. The provision for grants for 
Sanitary purposes had been added -in.1938, Ges for participation 
‘in medical and health associations and for household furnishings in 
1940. 6/ yas ss , 


Generally «speaking, grants-were to be made to standard loan borrow- 
ers only where it was impossible to work out a repayment schedule 
for such goods and services on the basis of the farm and home plan. 
This came to be known as using grants to "balance farm and home 
plans." By 1940, with the abatement of drought and depression, the 
major use of grants came to be for this balancing purpose. Grants 
uncer FSA continued to be madey However, to other than standard bor-— 
rowers, to potential standard borrowers to whom loans could not be 
immediately made, and to nonborrowers living in rural areas who were 
victims of catastrophe. Other than open—country residence and en— 
ployment in agriculture, the eligibility for a grant was being in 
need of public aid and having the capacity and willingness for self- 
help. Families in need of public aid but whose members were perma— 
nently incapacitated physically, and without cepacity for self-help, 
were not eligible for a grant,. oie here | 


Grants were used to encourage cooperative activity... Some grants were 
made to cooperative association. More frequent was ‘the encourage— 
ment of group use of: facilities provided through grants and the coop— 
erative purchase of subsistence and. other goods. _ For example, where 
a.grant was made for the purchase of a pressure cooker, a group of 
client families might. be encouraged to make joint use of this facility, 
‘which marly called the "precious" cooker... . |. 


In almost all instances, subsistence grants were limited to a mximum 
of $30 pex month per family since any larger amount had to be ap~ 
proved at an administrative level above the county. Being less than 
the amount which could be earned on work relief, this limit appears 
to have encouraged some femilies to leave agriculture. Grant budgets 
_ for a family were prepared fora 3-month period, usually by the home- 
management supervisor.:7/ By 1940, a pledge of cooperation to per- 


Memorandum No. 796 by the Secretary of Agriculture, November 16, 1938. 
Secretary's Memorandum Noe 850 by the Secretary of Agriculture, 
January 29, 1940. ae Aske OE 

-..2/ In the portion of Kansas within FSA Region VII, for a period begin— 
ning in September 1938 and’énding about 1940, applications for grants 
for all but standard borrowers were investigated by the County Board of 
Public Welfare and approved by the county RR supervisor. Letter, Paul , 
V. Benner, Director, Division of Public Assistence, State Department of 
Social Welfare of Kansas, to Olaf F, Larson, November 16, 1944; State 
Board of Social Welfare of Kensas. to County Directors of Social Welfare, 
Div. L-118, Séptember 12, 1938; Clair A. Bondurant, A Study of One Hun— 
dred Farm Securit Administration Grant Families in EITis County, Kan— 
sas, 1939, Sociology Ser. no. 1, Fort Hays Kansas State College Studies, 
1941, pe 19. This practice for nonborrowers was also followed in other 
States of Region VII during the severe crought years when FSi had in- 
sufficient staff for adequate investigation of all applications; letter, 
L. A. White, FSA Region VII to Olaf F, larson, December 26, 1944. 
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form certain work qas--generelly rewire? as a condition of a grant. 
Beginning with the 1943 fiscal year the grant progran was drastically | 
curtailede In that year, ‘their use in palancing farn anda home plans 
and for environmental sanitation was eliminated. Except for Puerto 
Rico, the use of grants was virtually eliminated for both borrowers . 
and others beginning with the 1944 fiscal year: This fact in itself 
created Se ee oa remove mnie has es when selecting new porrow— 
ers, since farm plans nad to show immediate ability to. meet all debt... 
repayments currently. — erisih? NS te 3 ‘ah bia was 


Grants 4o-balanc nd. hor ‘Lanss— In using grants tO palance 
farm and home plans, F porting its policy that reasonable - 
cash expenses for family Living,hed first and parenount clain against - 
gross farm income. 8/ ‘The criteria: aeveloped as 4 guide to making: 
grants to standard Loan porrowers » when the farn and hone pian showed 
insufficient income tO palance with expenses ». stipulated such supple- 
mental aid could pe given, provided (1) there was cefinite evidence akey 
the pian, projected not more than 5 years, 4o show 2 financially self- 
supporting economic unit requiring no further subsidy would be de- 
veloped; (dependable sources of- outside . Income could be used in: de- 
sermining whether an economic wnit would be developed), and (2) that 
the loan, grant , and supervision would promote -axamum improvement of 
tenure aprangenents, .a:tieh degree ~of self-sufficiency » use of 8Pp- 
proved soil conservation; Land us¢ ana farm organization practices 

and the establishment of health, sanitation, and other Living condi- 
tions necessary 0 successful rehabilitation. 9/ . 

Instructions stressed such grants were to be ysed only as a temporary 
expedient and that the farm and home pians must incorporate the great- 
est use of debt adjustment , cooperative group services y and improved 
farm and home management practices to eliminate the need for grants 
ttag soon as possible e" The amount of grants for palencing of a plan, 
jin addition to the regular Limitations , coulda not exceed the minimum 
annual repayments required; tha t 1s; gepreciation,, interes? on the 
loan for operating capital, and money porrowed for annually recurring, * 
expenses « otherwise; in addition to supporting the family's, revel of 
living, the grant would. increase the family's equity in their oper- 
ating capital. 


Work-grants »— Not yntil- 1938 was policy formulated to make grants a 
tool of renabilitation. The policy then announced was to Nencoura ge 

emergency grant clients to produce their own subsistence with the . 
facilities and resources which are oF can be made available, and to 


their homes." By 1949, following experience in the noncommercial 

- experime tal counties and on. resettlement’ prodee #53 the general pol- 
icy wes adopted -of requiring all grant recipients to perform certain 
agreed work on the farms they occupied or in pen2if of an association 
composed of grant clients.-: In the latter instance, the work had to 


8 fearines..- Pursuant to He Re 119; Part 3, Pe 58h. sere 
‘Q9/ . Provisions added September: 255: 194,0 +0 FSA. Instruction 731.L. 
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be of such nature as to benefit directly all association members. 10/ 
The theory was that such an arrangement, creating the obligation on 
the part of the family to do work contributing to its own welfare, 
would avoid the presumable demoralizing effects of a dole type of 
payment. ; ' : 


The written agreement or "Pledge of Cooperation" signed by the grant 
applicant and his wife specified as definitely as possible the im-— 
Provenents to be made and the time limit for the work. ‘Only such work 
as coulc be done personally by the family with simple equipment could 


_be required. Examples of such work were setting out of gardens, fenc- 


ing gardens, soil improvement » land clearing, repairing buildings and 
fences, painting buildings, cloaning farm yards, developing irriga— 
tion systems for gardens, constructing storage cellars, contour fur-— 
rowing, eradication of noxious weeds, spreading manure, keeping pro— 
duction records, improving home interiors, improving sanitary facil-— 
ities, and ,constructing soil and water conservation facilities, 


County supervisors could postpone or waive the work requirement in 


.., case of sickness or for a similar reason within the family. The re— 
. @lonal director could also waive the requirement when emergency con— 


ditions, such as floods, made performance of such work impracticable. 


; Whenever &@ work grant would result in the improvement of a rented farn, 
_ for example through the construction of a privy or the eradication of 
_ noxious weeds, the supervisor was obligated to assist the client in 


obtaining improved tenure arrangements that would compensate him for 
his efforts, This might take the form of credit on rental paynents 
for the improvement, tenure until the value of the inprovement was 
realized, or permission to take removable improvements upon surrender- 
ing occupancy. sae 


The size of the grant was not to be correlated with the amount of 
work, but to be based entirely upon the need of the family. 


In paying farm families to do something which directly benefited then 
Selves, the work—grent agreement was akin to the AAA payments to “all 
farmers for improved farming practices, As with such payments, too, 
there were benefits —— like those from improved environmental sanita— 
tion and soil conservation work — which "spilled. over" to benefit 

the whole community. : 27m 


Use in special areas.~- In connection with the noncomercial 10— 
county experiment, supervisors were to have wide discretion in the 

use of grants, lIater instructions provided grants up to $50: per: per— 
son or $300 per family, whichever was less, could be-approved in any 
one fiscal year for broader purposes than normally authorized. 11/ 
Freer use of grants was also made in designated "special areas than 
under regular procedure. In some areas what were called "pre-standard" 


cases, were grant cases with a farm plan, being tested for their suit— 


ability for a standard loan. 


& _ 70/ FSA Instruction 741.1, Revised December 21, 1940. iilso see, 


Work Grants, Farm-Sec. Admin. (n.d.) 


li/ Administration Letter 509, March 19, 1942. 
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“Number and Amount of Grants 


Families aided.— From the beginning of grant aid in November 1935 _ 
through December 1943, such help was given to 492,900 borrower—families 
(all types of borrowers) and 622,600 "grant only" families (table 54, 
Appendix). Data are not available to show the number or proportion 

of standard loan borrowers throughout this period who réceived grants 
or the total amount going to standard loan borrowers as a separate 
group. | : Bun eae 


Borrowers of all types receiving grants. were most numerous in Region 
VIT; -grant-only families were most numerous in Region XI. As some © 
families received only a single subsistence. grant of less than $30 or 
a smll - grant to participate in a medical care group, while others 
received grants over a considerable period, the number of families 
considered by itself does not have much Significance in appraising 
regional variations in the use of grants. 


The peak in grant activity was during the drought years of 1936,. 1937, 
and 1938, “as indicated by number. of recipients and number ‘and amount,. 
of grant payments, followed by a tapering off and finally an’ almost 
complete disappearance. Data available do not show the year—to-year . 
trends in the grants to standard borrowers. .It is evident, however, . 
, that grants to such borrowers comprised an increasing proportion of” 
the total number after the droughi emergency subsided and their use ~ 
for. balancing farm and home plans was pushed, ~ For example, forall . 
the years through June 1941, less than half of the. families receiving. 
grants were also borrowers whereas for the single year ending in June_ 
1941, 83 percent were borrowers 12/ and in the.following year, 77 | 
percent were borrowers. ? a ax 


In addition to individual families, some associations.of families were 
made grants, : ; . 


Total amount of grants.- Through December 1943, grants to individuals 
totaled $136,491,000. These were disbursed through about 7,000,000 © 
individua, payments averaging about $20 each; subsistence payments 
were made momhiy, About $15,000,000 more was accounted for by grants 
to groups and associations and by grant fomds used for diréct food 
purchases and food stamps which were distzibuted to-families.. Total 
grant expenditures through June 1943 for all purposes were $151,610, 000 
(table £5, Appendix). Only a few thousand dollars of corporation 

trust funds were used for grants; the balance came from appropriations 
to RA and FSA. - é: 


Expenditures for grants were at a peak duting the 1937 fiscal year. 
Through the 1939 fiscal year, half of all such expenditures were in 
Region VII, reflecting the distress caused in the Great Plains by ~ . 
drought. Relatively high expenditures in Region IX, considering. the 
number of borrowers, may be accounted for by the inflow of "okies" as 
migratory agricultural workers, The heavy concentration of grant. — 


I2/ Based upon-data if Rural Rehabilitation Activities, FSA Monthly 
Report, October 31; 1941, Pe 2 ee peas nips 8 ee: ss bashes prides 
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funds*in Region VII, particularly in North and South Dekota, is’ brought 
out by the map shown as figure 8. 


The making of grants followed a definite seasonal pattern, the number 
of payments being most numerous in late winter and early spring when 
farm income in many areas was at a low ebb and savings from the pre- 
vious crop season were depleted, 13/ Fewest payments were made dur— _ 
ing midsummer, ; . 


Data for the 1942 fiscal year indicates that the majority of expendi- 
tures for grants to individuals were for subsistence purposes and that 
the majority of the grants to groups were to health associations, 
predomina::tly for migratory laborers. 


. Grants to Standard Loan Borrowers 

Among standard borrowers active as of June 30, 1940, nearly three- 
fifths, 58 percent, were reported as having received one or more grants 
by that date. 14/ In Region VII, 80 percent of the borrowers had re— 
ceived such aids while the lowest proportions were found in Regions I, 
III, IV, and XI where about two-fifths of the borrowers had received 
grents., Southern Regions V, VI, and VIII followed VII in freqency, 
with at least 7 out of 10 of their borrowers having at least 1 grant. 
For the 1940 active group receiving this help, the average cumulative 
amount was estimated by FSA at $97 with a range from $320 in Region 
VII to $30 in Region VI. Average amounts for all Southern Regions 
were at the bottom of the range, although the percentages of borrowers 
receiving were high. . o 5 pare ee 


Of a sample of the borrowers active in 1941, 29 percent had received 
grants during that particular year in an amount averaging $76, 15/ 

In that year, Region V aided twice as large a proportion of borrow- . 
ers, 62.percent, as any cther region. : iS Fa 


Considering the borrowers accepted during 1936-39 included in the BAK ~ 
study, nearjy one-half of those who received their first loan during 
1936--37 had received grants since acceptance and by March 1939, two-‘ 
fifths of the families who received their first loan during 1937-38 

and one-fifth cf those accepted during 1938-39 had received grants dur- 
ing the same period of time (table 56, Appendix). The heavy use of 
grants in Regions VII and V is also shown by this data. — Ry 


Frequency of grants.— Data for the 1936-39: group show that the chances 
were at least even that if there were grants, such help was limited to 
a single year, Among the group accepted during 1936-37, of whom half 
received no grants, one-fourth had had such help during only 1 year, 

16 percent during 2, and only 9 percent during 3 years by the’ spring 


13/ Theodore-E. Whiting and T. J. Woofter, Jr., Summary of Relief and~ 
Federal Work Program Statistics, 1933-1940, Div. of Res, and Stat., 
Work Proj, Admin., 'ashington, D. C. 1941, pp. 46-53. 

l4/ Grants to Rural Rehabilitation Borrowers FSA Program Analysis Rep. 
noe 16,:Mar..4y 1941S ie" : os 

15/ Based upon FSA 1941 
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~ 9f°1939(table 57, Appendix), Half of the comparable group of borrow- 

@ ers in Region VII had received grants every year; whereas in Region I, 

representing areas with a restricted use of this aid, only 4 percent 

were so helped for 3 years running. | Laan 
The pattern of frequency is better illustrated by the information in 
table 58, Appendix. Again using the group accepted during 1936-37 as 
an example, 14 percent received grants only during that year, ll per- 
cent received grants that year and 1937-38, 9 percent received grants 
all 3 years, 1 percent received grants the first year, and then 
skipped to the third year, 5 percent received grants only in the sec- 
ond year, 5 percent only in the third year, and 4 percent in poth the 
second and third years. This variety of time combinations reflects 
the fact that some borrowers needed just a Little help to get on a 
paying basis, some needed help for several years, and some had an 
emergency situation after being on the program which they could not’ 
meet out of current income. 


A year-by-year tapering off of the need for grants is indicated by the 
experience with the borrowers new in 1936-37, for 35 percent were aid- 
ed during that first year, 28 percent during the second year, and 19 
percent during the third year, after getting a standard loan. The 
‘data also indicate the progressive selection of borrowers with more re— 
sources at the time of -acceptance as 35 percent of the 1936-37 group 
but only 29 percent of the 1937-38, and 20-percent of the 1938-39 

_ groups received grants during their first year on the standard loan 
“programs This la tter tendency is also supported by the FSA report 
for all borrowers active in 1938, since only 25 percent of those new 
on the program that year received grants as compared with 27 and 33 
percent who had been on the program 2 and 3 years respectively. 


Variations in amount.- Even for the borrowers accepted during 1936-37 
and who thus had between: 2 and .3 years by the spring of 1939 during 
which to receive grants, the amount of this supplemental aid was 
relatively small. In addition to the half who received no grants, : © 
nearly one-third received less than #100, only 18 percent $100 or more, 
only 8 percent $200 or more and only 1 percent $500 or more. The 
large amounts were concentrated in Regions VII and X, areas of heavy 
‘distress from drought and of relatively high standards of living. In 
the South, especially in VI, where grants were made the amount was 
restricted, The following sumary for the 1936-37. group included in 
“the BAE study classifies borrowers by the amount of grants received 
between March 1936 and the end of February 1939 and illustrates re—- 


US eee RepLon VI’ Region VII. 


Amount of grants Percent “Percent - Percent 
None Bers Sle2 : 51 Sa Ped 
~$ Ll 49 18.0 4lel welie9 
ys 50 3 99 +; 12.9 65: am: da 11.9 Ba “ 
EA00' 5199 etre ce ged ee eet 
Tred eaten eo za ee 326 Se EB ac, OD Oust 
‘PP BOD i eed 2 7 — 12.0364 
400 — 499 OL ig Seemed gies + Boh wee: 
: fi ——s D9 oni 
0 


ae 

1 

500 and over .. ie 
Total Stig 100 


100.0 100.0 © 


ass 


E ied ; 


Mette, To yeetg wesw pid ‘ 
Soke tatiews coc: Gerd Oia —_ 
aretur ; iB Sl to ome peters ang wre ETS 
, 7 2 ak fee ete cot beak oa: . 
Fs cer hg Stepan oft! wf havent Mrhis et a 82 Taeper. tO rire 4, ard 
aa “Elf gHisi>, La 3m 6 GHbTS sid key egA .-Shraqee Wary 
Mie. EY cipere ent anaes Leo otosy Lev peeps iar: Oy ws re ware ag 
adits oor teodt' W foe QR. AESNECO Bete zeny, Pale ser carry hay todivs shed 
reas ft We ee L sit? sdaary Geveroes, Fas oSeg Ht TEPe fi sis. 
“ash ahah elke qi atey oe) Bago Petr al 2° otha htt se a, bees 
a4y Gage casbizg AL bhs ieeg Gard? ate Ae ta tooctse 3 ae ae 
neste: atouvantiney sald ia. ceeeaer wink! .aisac fsa bins aoe ja3 
& co dpe c “gah wat Eo etl avd at pehesa Wise sied , tos. ces get ot 
ims bes ce faa (weasy ‘otesee 461.9508 Gooey. ast eaves a° 1 “Sq 
bee hifgos wad# be witeory, att to adked 1s these 239 lense 
, ato nes 8y S> Pat 
“3 it wr Debi etoel Sf. 3gSer4 wt Bear eit TO Die. atin ages iba? ta oe. A 
4 ume tteots> (Mon CO OeR Ret man) atone: ht .oro sgas oo 
of hee thoy hoboseiane j8Po oieotsy I toe, 2a ee Jat ethane > 
SAT Cab. inate 2 Sl yiasys Sst ie athe" ged MAS SOrTs™ Sip aw; 
- tant Like. srswotmd to Myr iok seivas tye < ff Tis 2LSth Dew fab 
yet “E-SEL cold. 50 POROIBT Ce Se, smi. ag «Tre Sta eo woe 
VeuESE ST 4D to dette bas , Sree a 2 ee os vy ~ ole 
i clone a = = * bay nh es % 2S +N Ty uti BJOR eure: SIfUss 


3h 


~<A de beers oni ef “Gp: so tot? ah ROT setae 
we , 45 zine arte a Rt. witos excverto! & 
ea” * Sete Daves : 
CP Fads . neem * ar 


Lae a 
yey 


1 9280 


ita hotaog Ss era els, <a (avs =. Sune VAR aS Pepe 

“so mabize Jag vel ody <im > a Recs ta0 215 eine er 
cow Ehe- Zeta Sadue fA}, 24 rose ex ena wy SLi a8 oa rteatety 
taps Eq shbhaaiar cite af oe > odes o* ie liane Sarit ete 
ion Coit Foye SL vite SSR uth sel | bagasse ae Pas 
wi?» et op Tugs feentoc Delas Baakbage “ig Oath Iosaitag > Clam 
owwesit te eposs bts 2 romiget. 2 2eatingine gcowst ‘udatihe ee 
oY sth Be sind a te see fey fh wi: Fa, Ere: telgtt oos t ei aR 
soy jarass sir Cee Sew Stage pntiy.. ites a ah 

ok Dears Rats We z eh it ee [ edt, 


So te 
it cher th brs a ste year 


at a REL 


thy 


- 191 - 


Grants related to;characteristics of standerd borrowers.—- The BAE 
analysis indicated the amount of grants was not closely related to 
the age nor previous tenure of the borrower. 


Where grants were made, they did not complete ly replace loans for fan- 
~ ily expenses. In fact, for the 1936-39 group, three-fifths of those 
“receiving grants also had money for family expenses included in their 
loans « . eae 


Borrowers paying up their loans quickly were less likely to receive 
grarts than: those who were shifted over to an inactive status. Of 
the 1936-39.group paid-up by March 1939, only 28 percent had received 
any grants as compared with 43 percent of those inactive by that date. 
Of those receiving grants the average anount was $52 for the inactive 
and $44 for the paid-up borrowers. 


In the 4 Southern, Regions combined, more colored than white active bor- 
rowers were made grants during 1941, 51 percent as compared with 31 
percent, but the -average anount during the year was about the same 

for both... >. ees 


“At least among 1941 actives, grants were directly associated with the 
‘supervisory classification. The percentape of A, B, C, and D borrow- 
ers receiving grants was 13, 24, 33, and 39, respectively. The aver- 
age amount ef grants for those receiving them increased about $5 for 
each group from A through D. 


Evidence that grants were generally used to buttress the living of 
borrowers somewhat in relation to need is supplied by data for bor- 
rowers active in 1939, ‘hen classified according to net income dur- 
ing the year before acceptance, the average amount ef grants received 
since acceptance (including those receiving none) was lergest for the 
lowest income group and progressively smaller fer each higher income 
group. This general relationship prevailed within each region but bor— 
rowers in the regions with the "Lowest! low income status did not re— 
ceive more grants than those in. the "highest" low income status. 


Grants in relation to repayments.—— Policy clearly states that grants 
“Should not be used to increase the equity of a borrower. To the ex- 
tent grants went. for purposes which the borrower would not have pro- 
cured with his own funds, such as membership in a medical care group 
or for sanitary facilities, the effect on lean repayments ceuld be 
only indirect, such as through the fact that improved health resulting 
from the facility or service made possible by the grant resulted, in 
turn, in improved debt—paying ability. On the other hand, the effect 
was sometimes to increase repayments directly. This was true to the 
extent that grants were mde for such purposes as family living and 
at such a time that otherwise the borrower would have used his income 
before paying on his lman, and thereby released funds for debt payment. 


The extent of this effect is not ascertainable. That in the aggregate 
jt wes minor is indicated by the fact that generally — barring vt 
drought or other continued catastrophe — grants dropped off rapidly 
after the first year on the standard program, whereas repayments on 
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recoverable goods — since 1938 — tended to be pushed toward the 
latter part of the permissible maturity period. That the effect was 
minor is also indicated by comparing repayments with the amount of 
grants for all purposes. For example, for the borrowers accepted dur- 
ing 1936-37 included in the BAE study, the grants received between 
March 1937 and February 1939 were compared with repayments during 
the same time; this allowed for first year adjustments helped out by 
grants, It should be noted that this period includes drought years. © 
Tt was found that 54 percent had repayments and no grants, 11 percent 
had neither repayments ‘nor grants, 30 percent had grants and repay— 
ments, and 4 percent had grants but no repayments. Grants exceeded 
“repayments for only 6 percent of these borrowers during: this period. 
_ Nearly two-fifths of those having grants and no repayments were in 
~ Region VII, hard hit by drought. Likewise, more than one-third of 
_ those whose grants exceeded repayments were fron Region VII, The con 
parable record for borrowers accepted during 1937-38 was better, de- 
spite the 1938 drought and lower farm prices, probably reflecting the 
fact that when they were accepted they were somewhat better off than 
the former group.’ Among the 1936-39 borrowers paid up by the end of 
February 1939, only 12 percent received any grants after their first 
year in the program and only 1 percent had grants larger than their 
repayments. In contrast, 24 percent of the inactive groups received 
grants and made repayments and 3 percent had grants larger than the 
amount paid back. 


Grants had a larger relation to the repayrents of the lower income 
than to the repayments of the higher income groups as might be expe ct— 
ed from (a) the general use of grants in relation to the need of bor-— 
rowers and (b) the fact that loans, and therefore repayments, were 
smaller for the lower than the higher income groups. 16/ 


Principles 


On the basis of (a) modifications in the use of grants made over time 
by the rehabilitation agencies as a result of experience and (b) ob- 
servations of the use of grants in the 10—-county noncommercial exper-— 
‘ iment, the following conclusions are probably warranted concerning the 
use of grants to implement the rehabilitation of standard borrowers. 
1. The lower the economic status of the borrower at the time 
of acceptance, the more flexible grant procedure should 
be and the ‘greater the use which-should be made of grants 
unless the borrower is started off with an economic unit 
or unless repayments for even annually recurring expenses 
are waived while resources are being built up — provided 
the level of living is to be maintained at a physically 
healthful and socially desirable level. 


2% The amount of grant can best be determined by the budget — 
principle used in balancing farm and home plans. ' 


i6/ Based upon FSA 1939 Family Program Report. 
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3. To the maximum degree practicable, the making of grants 
should be conditional upon the performance of constructive 
work which will promote the rehabilitation of the family 
and, at least indirectly, benefit the community if there 
is ‘to be the least possible conflict with contemporary 
attitudes and values with ne ale to this type of public 
assistance. 


Problems and Issues 


One of the major problems in connection with grants as a tool to help 
standard loan families has been the attitudes of both recipients and 
the community. On the one hand, recipients with a "relief psychology" 
were somewhat likely to look upon grants as "free money." Others re— 
sisted them as being charity. The tendency of the cormunity to 


"look down" upon grant recipients is partly a reflection of tradition— 


al attitudes attributing a weakness or sin to needy persons, and 
partly the lack of acceptance among us of the idea of attaching ben- 
efits to the person without exacting as a condition the performance 
of some service obviously and directly in behalf of the general wel- 
fare, The work-grant policy was an attempt to cope with these 
attitudes. 17/ 


Dissatisfaction with grants may possibly be increased to the extent 
they are considered identical with relief because of the restricted 
amounts allowed. For example, instances have been observed where 
rural residents usually engaged in agriculture preferred work relief 
to grants because the former gave a lerger cash income. 


An overly free use of grants by a supervisor may indicate laxity, 
following the line of least resistance, rather than positively de— 
veloping the resourcefulness of the borrower and applying other 
but difficult techniques. 


The basic issues appear to be (1) the level of living which grants 
will be used to support and (2) whether the use of grants to bor— 
- rowers will be permitted which involves work on the family's own 
farm or in its owm home for its own direct benefit, and where the 
amount of work is not correlated with the size of the grant. iIf°* 
such use is not permitted the alternatives must be expiored of 

(a) selecting only families who need no grants, (b) eliminating any 
floor under the level of living, (c) making loans sufficiently large 
to put families immediately on a paying basis, or (d) making loans 
for purposes and in the circumstances for which grants have been 
made, knowing the chances for repayment are slight. 


17/ There is some indication that borrowers recciving grants were 
more "dissatisfied" with aspects of their life than those not re-— 
ceiving them. See Edgar C. McVoy and Lowry Nelson, Satisfactions 


in Living: Farm versus Village, Minn. Agr. Expt. Sta., Bul. B10; 
June 1943, table Ee 


wee FRe 


Y een 


Po 


afl 


ide Z : Wiha E26 at Ultooi “Se vlaus fo of ite noe be - 
‘ j r P 


ke 2 > mee i 
¥) Bck?.D ; zZ fay. 2 
- tr art { i fa - 
| * ) -_ 4 
7. 2 
vt Be nt = ’ t . ‘. 2% 
wr , sei a ac 
4 v pie 4 VE EVE S 
r= 2 B43 — 
. a 
’ 5 nits * welts _ ? t oft .lo am 
* a... iy aod : mil ie _ o. at — ‘ 
wu ite, oo wecdcrere x] Wt. PGtL bias Ol Gena 
: 
¥ a ~t ) it - ey eA = t 7 “vit? ry : My % ti i = ay 
4 ; 
ples , , = o bah we ae ee es 
: a Ny yong ‘Td YG Cyuadeduel of Wied 2 eT sisa 


Pest: pa ein fn ,TTETENA (ce fa > ae he a 
ee -y ‘ ts, a3 5 7 VE -2thi * \r r . a, ww Fe noe 2 oy 


° ; “-: - \ @es4@ '¢ ~§ 2% te vn 
-4 4 i oF 7 “2 4 oth Yo 25 iy 4 =m a 7 
. = 
¥ ho et Dome Sorttsons to cet “Sus y foam 


f rnOs Ss Ly + Se OS JCOALy ree a + phe ; 7” 


; Le | : Ge Lasee + Vem BPS (1 dgie , raS7 li Fee 
bap DLT SED udoed Jeter iglW tap hined> begsli an :- 
1 ! svar uss int yale 10% ». ois 2 haw 
tsE] ; : poitisoisae ile swe “iS! ter edsioh tsore Ts 
onD Ti: wel 8 ER atos <1 Settood . fees 
Yise! .dsoBbpt an pelettige 5 of ety to sel soxt wieeve RA 
"4 oy nek veer OOnme lets fagak to, wits i Seeehed 


rilio wi tlse bas teneised. si. te ara! Oe Lo 3ee7 2 beads oe Loy 
sarekeie: 7 thro et i ke v7. 


- 
agama atay gas han foyel afc (£) sisist- thon Sue ah OPER, 


=r: Of scm DO Gant pile sated ae eS BG Porgs.e at ei a 
mG sivi cul em ad ater ¢ Sond <j iste nodd Lo Hd ad £ 

add asin ote t Bond! GOW ES we BEE ME med Ake ert ay 

ri SAP $e a Se ea “74 et «2 > ene cc) 

>aHerte. x 1 Jewa Res eer ae ; . "st E 

ren eee wu fe) get ieee Se h ie ey cans 

agtag vo ~~ rium nieges sattnet ee vot add 

awor salster (hy co Ae, a 

gion nad a7. . Seige “at tear 


“) ores 


Soow 


oF 


eS 194 ass 
CHAPTER 10 sae 
NEIGHBORHOOD ACTION GROUPS * i 


In addition to calling groups of borrowers together for supervisory 
purposes such as receiving instruction or making out farm and home 
plans, group activity as 4 rehabilitation tool took three distinct 
forms: (1) Neighborhood "taction," also calle d discussion or study 
groups y (2) group services, sometimes called "simple" services, and 
(3) cooperative associations » 


Although the action groups were the latest and least widely used of 
the three types, Logically they should have been the forerunner of 
more formal cooperative activity according to the usual theory as to 
sound and democratic development of cooperatives « Care must be taken 
to. distinguish between neighborhood action or study groups and group 
supe rvisione In the former the supervisor plays an indirect part, 
the group being run by and for the families; in the latter the super— 
visor is the leader anda serves directly in this role. 


De finition.— - Neighborhood action groups were defined as "made up of 
6 or & families who meet regularly in each other's homes to discuss 
common problems of their neighborhood. Members elect a permanent 
chairman from among themselves. The fenilies themselves call the 
meetings and usually the supervisor attends only on invitation from 
the group. And, rather than dominate the meeting, he is present only 
as an advisor. The families themselves are the principal speakers." 1 
In practice, some groups were composed of less than 6 or more than 8 
families. The descriptive term Naction" derived from the intention 
that out of discussion and understanding of mutual problems, 4 deci-. 
sion for joint action to solve these problems might result if need 
was felt to be sufficient. 


Development e— The study action group technique was not first devel- 
oped by the rehabilitation agency nor has its use peen restricted to 
this agency Rather it is @ tool adopted to meet the special needs 

of rehabilitation families. The agricultural extension service has 
long organized local groups of farm men and women for study purposes. 
Farm organizations, the Ohio Farm Bureau Federation for example, have 
stimulated the development of nei ghborhood Nadvisory councils" which. 
meet periodically to discuss economic problems and carry on activities 
of mitual jnterest. 2/ Other farm organizations such as the Farmers! 
Union and the Grange use the discussion method in their local groups. 


First use in FSA of the neighborhood action group method apparently 
was made in Region VII about 1939, through personnel with a back- 
ground in the cooperative movement and with some "tying in" to the .. 


SS SS ee ee 
Paul J. 


% Prepared: by Olaf F. Larson and Jehlik, Bure of Agr. Econe,, 


U. Se Dept. of Agr. - 

1/ How Neighborhoods and Communities Aid Farm Security Administra- 
tion Group Programs , FSA Publication 108, January POLO Mp el: 

2/ Farm Security Administration Cooperative Program, statement pre— 
pared by FSA for Hearings... Pursuant to H.Res. 119. 
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contemporary developments in land use planning. - By 1941, personne}, 

at the national level with experience in cooperative enterprises 
propounded the general vse in the agency of this technique and it was 
introduced to all regions during that year, Cooperation of BAF per- 
> Sonnel skilled in community organization was enlisted to train re~ 
gional, State and area personnel in neighborhood and comunity delin- 
eation 3/ and in giving an understanding of the social processes in-— 
volved in successful neighborhood group discussion and organization. 4/ 


It should be pointed out that Supervisors encouraged rehabilitation 
families to take part in group activities already organized. But of 
course the mere presence of such groups did not insure participation 
by low-income families for low-income status is associated with se- 
cial isolation from organized group activity, For example, among 
borrowers active in 1941, 1 in 4 of the heads took part in no commu- 
nity activity and 142 percent in only l, usually church or Sunday 
School, 5/ In general, the higher the income the greater the likeli- 
hood of some participation, although the relationship may have been 
more marked if religious activity were excluded, It. may be that low- 
income people do not participate because they are not invited, or are 
made to feel they don't "belong," or are "uncomfortable" if they do 
gO. There appears to be some preference on the part of low-income 
farmers to meet in their om groups and discuss their own problems. 
In areas that are predominantly low in income there may be a dearth 
of opportunity for Participation because of lack of organized activity. 


The organization of neighborhood action groups was encouraged for i. 
Several reasons. (1) The limited participation of borrowers in com 

munity activities meant a lack of integration into the life of the 

neighborhood and comunity, a lack of participation in affairs of 

mutual concern as citizens of a democracy — the attainment of which 

were objectives of rehabilitation — whereas participation in the 

neighborhood group of low—incore farmers was seen | 


&8 opening the door 

to achieving these goals, (2) Acceptance of the assumption that low 

income families have the potentialities to solve most of their prob-— = 
lems led to considering the group method as a way by which such fam / 
ilies could uncover their comon problems and work out a solution 
Which would be helping them rehabilitate themselves. (3) Past ex. 

perience with the rehabilitation and other cooperatives and accept— 

ance of cooperative theory were grounds for the conviction that the 

‘soundest cooperatives were those evolving as-a Social process out 

of the neighborhood discussion groups and utilizing natural social 

groupings as a geographic basis of operation, 


3/ letter, C. B. Baldwin, Administrator, to all regional directors, 


Sept. 25, 1941. : 
4/ FSA Pub. 108, opscit. was prepared by BAE; see also A. H. 

Anderson, The Neighborhood Group Apprcach in the War Effort, Bur. of 

Agr. Econ., Lincoln, Nebraska, July 1943; Suggestions for Prepara~ | 


tion of Neighborhood and ‘Community We : ©. Farm Security Admin- - 
istration, Florida jis). : 


5/ Community Activities of FSA Families, Release No. 7; RR 1941 
_-Fanily Progress Report, Farm Sec. Admin., Sept. 8, 1942, 
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Particular emphasis was’ put’ on this technique as a wartime measure to 
utilize better the supervisors! tine: and to discuss wartine’food pro-— 
duction problems, 6/ arly in 1945, however, organization of new 
groups and servicing of old ones ‘ceased by administrative decision, 


Number and distritution,-~ Specific data as to the number of nei ghbor— 
hood action groups that have been established through ‘the enc ourage— 
ment of FSA are not available, Estimates placed the number active 
during 1944 at 4,000; the greater part of them were in Region VI, 

The “nei ghborhood action group was not adequately defined for -pur— 
poses of accurate enumeration, They varied in their activity and 
their persistence. Some Supervisors: considered an active group only 
one which resulted in ccoperative group services. Some groups had a 
few meetings, then lapsed, Another enunerative complication was that 
of having the number or the proportion of the membership which must 


' action group. There was also confusion as to when a group functions 
as a Supervisory group and when aS @ neighborhood acti on group, since 
the same group of fanilics might be meeting in both capacities, 


Recommended or nization and procedure.— The typical major steps 
in putting the neighborhood action group technique into practice in 
a county were as follows, : 


se cormunities sc as to locate borrowers by these social 
= groups <¢ In a birécial situation this might involve sep— 
arate delineations for each group if they were inter— 
‘Spersed within sane ‘area, but did not meet together as 
a common group.’ . - i 


2 Fron each neighborhood a borrower was selected who would 
act as orgenizdtion leader for his nei ghborhood, 


3. Organization leaders were called together at the com- 
“nity or county center for instruction by the supervisor.’ 

' as'to purposes of the Proposed groups and the part of | 

eae he the temporary leader in the first neighborhoad meeting, | 


. , 4e° The leader invited, usually to his home, the neighbors 
veers othe wanted for the first meeting. Usually the Supervisor 
es acted as discussion leader at the first meeting. — 
,°* At this or a later meeting a permanent. chairman and | 
-Pecording secretary were elected, er ne ay 


Sect ce Upon whether he was invited. Minutes of the ; 
infomeg te Sent to the county ‘supervisor to keep hin - 
ou, : om needs, Problems, and recamendations of the 


; 8 Nove 5, 1942, 
8 for nei ghborhood action groups, 
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7. -Neighborhood groups might elect delegates: to attend comm— 
. nity or county meetings for formulating plans for action’ 
on a larger-than—nei ghborhood basis, for discussion or 
for instruction, 7/ | 


In order to achieve the full effectiveness of these groups, FSA rec— 
ommended the following basic principles in their organization and 
servicing. — - Ses 


le The "natural grouping" of neighbors should be followed 
» as closely as. possible. 


2, The group must select its om leaders. 


3. Groups must plan their own program on the basis of their 
- immediate problems. Through group discussion they come 

. to recognize farm ami home plans, record books, etce, 

- as useful tools in working out solutions to farm problems. 


Le The elected leader must be trained to draw upon resources 
either within the group or outside the group, in finding 
solutions, His principal function is to place the ques— 
tion before the group rather than to attempt to answer 
it himself, 8/ ; : 


First—hand observation of a dozen neighborhood action groups in two 
States of one region during the early stages of organization indicated 
the soundness of these principles. 9/ 


) 


77 Basic steps and principles as a guide are given in the following 

pamphlets prepared by FSA: Organizing Neighborhood Action Groups; 

‘Helping Neighborhood Action Groups Help Themselves. Finding and Train— 
ing the Neighborhood Action Group leader, Planning the Program for 
Neighborhood Action Group Meetings; and. Group Ieadership, Plan Together, 
Work Together, Play Together. : me HS a: ; 7 

8/ Cooperative Division letter No. 4, U. S, Farm Security Administra- 

‘tion, Washington, Dec, 10, 1942, p. 7. ore | | 

9/ For first-hand, almost verbatim, reports. of neighborhotd action 
eroup meetings, see T. Wilson Longnore's two reports, Neighborhood Dis— 
cussion Groups Among Low Income Farm Families in Oklahoma and Neigh- 
borhood Discussion Groups Among Low Income Farm Families in Texas, Bur. 

‘of Agr. Econ., Little Rock, Jan. 1943; Te Ge Standing and T. Wilson 

. Tongmore, Neighborhood Discussion Groups in Relation to the Farm Se- 

curity Administration Program in Delaware County, Oklahoma, Bur. of 

Agr. Econ., Little Rock, Aug. 1942; Neighborhood Discussion‘ Groups, 

| FSA Region VIII (prepared by BAE, Little Rock in cooperation with FSA 
‘Region VIII) n.d. See also Joe J. King, "Small Farmers of the Pacific 

- Northwest Organize . Neighborhood Discussion Groups," Rurakt Sociology, 
vol. 9, no. 2, March 1944, ppo 38-44. Rights Ce peer et eee 
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The need for analysis of the neighborhood situation before starting 
the program was evident. Where the program was "kicked off" with a 
weak neighborhood or a group not conforming to a ‘natural! nei ghbor- 
hood, the families did not feel a sense of "belonging," and were re- 
luctant to "open up" in full discussion, the meebing dragged, and 
supervisors were discouraged with the’ method Success, on the other 
hand, generated confidence of both families and supervisors. There 
was a great need for understanding that any families in the neighbor- 
hood could participate and that being an agency borrower was not a 
prerequisite. The supervisors needed to be trained to recognize a 
neighborhood, to appreciate the potentialities of the approach, to 
know how to demonstrate group discussion methods, how to train the 
neighborhood leaders, and how to reveal to the families the resources 


of action by their own small group- 


Other suggestions growing out of these initial observations were sim 
jlar to those for holding any good group discussion, only they become 
even more important in getting people to talk freely who have been 
socially isolated, who Jack confidence in themselves, and who may be 
participating as 4 "favor" or out of respect to the supervisor, Some 
of these suggestions follow, Keep the group smell, usually not more 
than 8 families, co as to get free discussion; meet in the homes, 
rather than the schoolhouse or other centers, 50 as to preserve max- 
imum informality; have a physical arrangement of seating facilities 
to encourage informality, making all participants equal rather than _ 
having ‘one s tanding out as leader; have meetings only when there is a 
need and then tie it in with the demands of the farm work, to encour— 
age attendance; expect folks to be "talked out" in about 2 hours but 
allow another hour .for Nice-breakers ," refreshments, etc; at the in- 
itial stages have the host to the group serve as leader, with the 
supervisor or other outsiders acting only ‘as tparticipant observers" 

and as consultants, so that the families feel that. it is their own 

meeting; have only a broad plan for the conduct ‘of the meeting in ad- 

-yance, so that dis cussion may follow channels of interest; and delay © 
election of a permanent leader until the second or third meeting. 


were found to have vitality as they followed . 
as they served a real need of the people, and as - 
1t by the families to be use— 


In general the groups 
these general rules, ; 
they resulted in some form of action fe 
ful to-them. coat St 
Problems _encountered.- Observation of neighborhood gropps: just got— 
ting started in one region 10/ and study of the situation ina.few 
counties of two other regions LV/ not more than a year after groups” 


10/. Longmore, Ibid. — es Pe ee 

li/ T. G Standing and Herbert Pryor, Community and. Cooperative Ser : 
vices and Discussion Groups, West Carroll Parish, of |. 
Tittle Rock, Jano 1943. T. Widson Longmore ; Neighborhood « 


Agr. Econe, 
Discussion Grou in Relation to the FSA Program in Desha County, ” 


Arkansas, 1942, Bur. of Agr. Econ., Little Rock, (1943 ?)3 Herbert 
Pryor, Community end Cooperative Services and Discussion Groups, Acadia 


Parish, Louisiana, Bur. of Agr. Econ., Tattle Rock, Mar. 1943; Roy Le 
‘Roberts, Neighborhood Action Groups in Southern Illinois, Bur. of Agr. 
ad Study_of (Cont'd) 


Econe, Apre 1943; Waller Wynne, Jr. Report_on Fiel 
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were first started, serves to point up some of the problems that arose 
in the early experience with this rehabilitation tool, 


Some problems were due to the lack of training given supervisory per- 
sonnel, Examples of problems on the part of some supervisors included 
the lack of their understanding of the objectives of the neighborhood 
action group, of the differences between such groups and groups for 
supervisory purposes, of the relation of these neighborhood groups to 
those sponsored by the Extension Service, of the characteristics of the 
community and neighborhood and how to discover them, of how to demon— 
strate a group discussion meeting, and of how to train neighborhood 
leaders. Lack of preparedness on the part of leaders for their tasks 
reflected deficiencies on the part of sugervisors. In-service train— 
ing wes given field personnel in an effort to met these problens. 

For example, regional office personnel trained the area specialist, 

the area specialist trained the district supervisor and the district 
Supervisor trained the county sugrvisors, As to the relation with 
extension groups, if borrowers were participants so there was no need 
for such new activity, they were not to be organized. Generally speak— 
ing, only a small percentage of borrowers perticipated in extension 
activities. The relation most likely to develop, under favorable cir- 
cumstances, was that.illustrated by a number of cases where out of the 
neighborhood group grew a request for extension assistance, 12/ 


Some supervisors had a lack of confidence in the ability of the people 
to think and plan on the group level. Some made the gatherings super-— 


‘visors! meetings rather than neighborhood-action group meetings. Some 


thought ‘the groups were to include only agency borrowers and, because 
of lack of the concentration of clients, disregarded natural neighbor— 
hood lines in order to get enough families, Where this was done, fam- 
ilies wondered why nonborrowers couldn't come since they were their 
neighbors. 


It was sometimes difficult to get a group started, end to get attend- 
ance after it was started. Reasons included failure to follow the — 
natural groupings, lack of feeling of need on the part of families, 
mobility and temre insecurity which discouraged participation, lack 
of established patterns of neighborliness, tire and gas rationing 
which interfered with leader training, and looking upon this as just 
"another Government program." Borrowers would attend because they 
thought they were doing something for the supervisor. The supervisor 
was depended upon to keep things going. Groups did not always elect 
the best or natural leaders; sometimes they merely confirmed the tem 
porary ones appointed by the supervisor although that may not have 


been their free choice, 


11/ (Cont'd.) FSA Community and Cooperative Service Program,. Bradley 
Coun Arkansas, August 1942, Bur. of Agr. Econ., Washington, n.d.; 
Waller Wynne, Jr. Report on Field Study of the Neighborhood Action 
Group Program in a County in Southern Illinois, Bur. of Agr. Econ., 
Washington, Apr. 1943. ~ °° 7 zi eave eau NES 
22/ Iocngnore, Neighborhood Discussion Groups Among Low Income Farm 
Families in Oklahoma, op.cit., p. 33. 
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to enable supervisory personnel to give more Service. 


pale fiers 


Getting the program under way was’ retarded somewhat pecause of the 
similtaneous accent on food production. “ < 


The limited observations sndicate that (a) small farners were more 
likely to cooperate in this type of informal activity at the neigh- 
borhood level while large scale farmers were likely to think of co- 
operation on a more formal basis at a county or higher level; (v) 
Negroes showed tendencies to work together more readily. at the neigh— 
borhood level than the white families; and (c) the borrowers taking... 
the most active part were those considered as the most promising 

and progressive in the areae wane 


Vhe re sound methods of organization were followed, neighborhood action 
groups, on the basis of Limited observation, denonstrated their prac- 
tical usefulness as a tool to overcome social isolation, stirmlate 
group action, build a’ firm foundation for cooperative activity, and 


hea - 
et 


CHAPTER ir: = 
sat sce + GROUP SERVICES 
Beginning early tn the program, borrowers were encouraged to work _. 
with their neighbors in acquiring. and using such items as machinery 


and better herd sires yhich ‘they could not afford to own individually. 
This was seen as a way to keep. capital investments -in line with. the 


size of operations and to pernit small farmers to benefit from. the. use 


of modern production methods -and équipment. The pattern, of course, 
has been of long standing among many farmers of the United States. 


These "group services" for which loans were made or which were as— 
sisted in, other ways were of two types, {ay: joint ownership and (b) 

master owner. - Beater a ieee te eae hy © 
"Joint omership" services were those provided through. the pooling of 

funds of two or more individuals to acquire and own jointly a. piece 

of equipment or other facility. Ioans' were usually made in equal 

amounts to each participant. An’exanple would: be @ loan made to en- 

able a group of 10 farmers to buy a sire costing $250. A .contribu- 

tion of $25 would be needed from each participant and individual loans 

of $25 would be made to those who required financial. aid. The $250 

thus obtained would be pooled: for the purchase. An agreenent as. to 

the service fees to be charged and the amount of service required . 


-each year would be worked out among the participants before the loans 


- were obtained. Generally, in the case of this type of ownership,, one 
of the joint owners was - selected as a manager of the er 


oup facility. 


x Te 


Such a group was seldom incorporatede =. ; 


* ‘Prepared by Olaf F. [arson and Paul J. Jehlik, Bur. of Agr. .Econ., 
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Master ownen services were those in which an individual acquired, 
owned, and operated in his own name a piece of equipment or other fa- 
cility for the service of two or more individuals. For example, a 
#250 loan for a sire might be obtained by one man but, before the ad- 
vance of the loan funds, he would enter into agreements with others 
who would agree to use the service, pay stipulated fees, and estimate 
the service required, 


The master owner is a community — not a cooperative — service. The 
joint owner has most of the characteristics of a cooperative. Most 
group services received loans from the rehabilitation agency. There 
were some "no fund" groups, however, for which members themselves 
supplied all the financing, but which had some assistance or super— 
vision from the agency. 


Policy.— The purpose of group services, as well as of cooperative 
associations, was "to facilitate the working together of rural reha- 
bilitation and low income families in groups to solve their mutual 
problems of rehabilitation." 1/ An earlier statement of purpose said 
the loans were to make available "facilities and services which may 
be prohibitive cr economically inadvisable ona strictly individual 
basis, and to enable them to utilize technological improvements which 
would not otherwise be available, and to provide for the maximum use 
of such facilities and services," 2/ 


Eligibility for a loan to an individual for group services was the 
same as for a standard loan. Congressional prohibitions on use of re— 
habilitation funds for certain cooperative activities did not apply to 
the joint or master owner services. Families other than borrowers and 
other than low-income families eligible for a standard loan might 
participate in a: group service in order to bring about maximum use of . 
the service, to keep down costs, and to contribute to successful op— 
eration, provided such others made a proportionate contribution 

toward the establishment and maintenance of the service. 


Policy was +o encourage borrowers to participate in existing ser- 
vices wherever these met the needs satisfactorily. Before approval 
of a loan;, an operating plan for ‘the service for the first year was 
required. One was also prepared each year thereafter as long as 
there was an indebtedness to the Government, This plan included a 
budget of income and expenses to show sufficient income to met the 
operating costs, to retire indebtedness in an orderly manner, and to . 
set aside adequate reserves for a sound and permanent program, In 
other words, the service was to show evidence of being economically 
sound, Beginning in 1941 plens were also suppesed to include a 
statement of educational activities to be emphasized by the group 
during the year, Assurance of competent and responsible management 
was required. 
As a general policy the agency rendered supervisory assistance only, 
but. reserved the right to approve the managerient ‘and operating pol- 


FSA Instruction 831.1, July 10, 1941. 


2/. FSA Instruction 734.1, October 25, 1938. . 
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icies. ‘of services “pqnanced with pepabllitation. funds, ~4n-order to pro- 
tect the financial inte erests: of the. Government. Joint. ownership loans 


wees 


were. supported by a. saimple partnerph | agreement. Re o : 
The: 1942 instructions ead tnat oe “the tobal gapital contyi bution 
‘required of, each - individual some* portion ‘should: be. made by, the indi- 
vidual out of his own resources; this needed not necessarily be in 
cash if the circumstances permitted a. contribution of labor, mater— 
Sails, .or. other items’ of values However,’ the instructions also stated 
‘that individuals: "who are unable to: contribute out: of their own re- 
sources the. entire - amount of eapital required for membership in the 
association,’ as determined by the approving official of the FSA, may 
‘obtain loans, if otherwise justified, to e enable them to contribute 
that portion of the required capital contribution which “it is “impos- 
sible for them to contribute out of their own resources." “this pol- 
icy app Lied particularly to cooperative ‘associations but eh | aoe 
cations for group services. Legste tek 


as ne <grnF 
> 4 


In Spepial the ibe for ‘Loans to een ER for group ‘services | 
were the same as for standard loans (sée Chaps 8).. In the case of 
joint ownership each borrower nortgaged, his. undivided interest in 
the property as security and wes responsible for repaying only his 
own loan. Interest on joint borrower loans was 3 percent but, after 
1941, was 5 percent on master borrower ‘Loans «. Administrative influ- 
ence at one time was exerted. against making the jatter type of loans 
when services -could be established on a joint ownership pasis, the 
_4nstructions saying - "'Mastber—borrower Loans shall _be_made énly as an 
exception and not as a rule." The stress on joint ° ‘omership, Loans 
wes mae because they ‘provided the service under the "joint and. 


equitable control"-of the borrowers whereas in the ‘case of ,the mister : 


owner one person owned the entire service ‘and might, vat eae digere- 


“thon, : exercise full Sa over. it.3/:, Be a “oa ties 


af : i ew < Oar Pe glcmy 


peared organization “and ene = the principle ‘that: apes 
services should evolve as a social process born in and nurtured by 
“niedighborhocd discussion groups: was the. principal. guide | ‘of .field: per- 
“sonnel in organizing such, services after about 1941. Before that. 
time there was. less recognition. of the desirability of basic.educa— 
tional work,as a foundation for, the services. The steps’ that FSA” 
recommemed .be hiennl observed in penne sound ace ser. 
vices pean ae re : 
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os “4ndividual.. family. needs, 8 secking specific’ expressions: . 


day OF, individual needy. obtaining, views of county. committe 
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3. -Discussion by group to bring out their common needs _ 
and rethods of solving then. Geer Sy 


4 Decision by group as to whether they want to work 
together in meeting the need. | ae : 


5. Development of definite plan of -action, including type 
of organization, financing arrangements, and details 
of organization and operation, 4/ 3 


These same steps applied to cooperative associations, 


‘Development, number, and distribution.— Although cooperative organ- 


ization was promoted under FERA, the group service form of activity 


‘Started during the first year under Resettlement. Such services were 


pushed strongly under FSA, the belief being that this was one way of: 
supporting the small, family-size farn. 5/ Through them farmers 
could get equipment and services that they could not afford to buy 
alone. This. was seen as a means of, meeting the competition and pre- 


_ sumed economic advantages of large-scale farming. 


The, program gathered momentum, reaching a high point during the 1941 

fiscal. year when 6,795 new groups were established (table 59, Appen- 

dix), -New a ctivity then fell off rapidly, probably because of some 

opposition to the agency's cooperatives. By June 30, 1944 the number 
put into operation totaled 27,490. 6/ 3 2 


All regions and States had some of these simple forms of community 
and cooperative activity. However, Regions III and IV were most ac— 
tive in developing this rehabilitation tool, together having about 
one-half the total number established, Missouri alone had 3,000; 
Kentucky had more than 2,500 started by June 1944. Utah led among 
the Western States. This dispersion throughout. all parts of the 
Nation, tut also a-- concentration within certain regions, States, and 


- even counties, is brought out by figure 9.- (This figure, however, is 


based upon, active groups only and represents the situation as of, 
June 30, 1942, a year after the peak in mumber of active groupsa) 


Six out of every seven, 86 percent of the total number were estab— 
lished with loan funds; 14 percent without. 7/ The majority of-those 
without loans were in Region III where one-third were established 
without financial aid from the agency.  . eee ; 


FSA Instruction 831.1, July 10, 1941; Farm Security Administra— 
tion Cooperative Program, ppe 16-17. 
5/ Co-ops for the Small Farmer, Farm Sec. Admin. p. 4. _ 3 
6/ Based upon FSA Report No. 1, Part Iv, Table 4A as of June 30, 
1944. Data in this table for individual regions and States do not 
agree exactly with that provided by FSA through a special report from 
regional offices, for the period ending December 31, 193. 
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Although policy’ at’ one time “pustied. joint loans especially around 
1941, three-fifths were of the master owner type. g/ However, in 
Western Regions IX, X, and XI the joint owner greatly outnumbered 
the master owner services, in XII nearly two-thirds were, joint and 
in one Southern Region, -V, the two types were equal in number. 


Type of servicés.— About two-thirds of the groups involved farm ma- 
chinery of some kind ‘such as tractor, combine, feed grinder, or 
spraying equipment. 9/ less ‘than one-third involved sires, chiefly 
bulls, stallions, and jacks. Some services involved both machinery 
and sires, a few involved neither. “Only in Regions IT and III did 


'‘chinery. The master ‘owner. set-up..was. used more frequently for sires 


than for machinery, There was little difference between sire and 


machinery sérvices as to whether the group was established with or 
without a loans Roe a ea : 

- Amount’ loaned .— Information is not available as: to the total amount 
loaned for participation in group services. As of June 30, 1942, 
however, $8,057,000 had been loaned to groups then active, of which 
at least 75 percent was for machinery services. 10/ Most of the bal- 
_ance was for sire services«: “The average amount Joaned for machinery 
services was much larger than for sires, reflecting the purchase of 

~ large equipment for group use. For example , machinery. services eS— 
‘tablished with a loan during the 1944 fiscal year received an average 
of #004 compared with $172 for sire services. 1}/ The average. for 


all other groups was $21, These averages were Lower for the sire 
_ services and higher for the machinery services than reported for 
‘groups active at the end of June 1942... aye ise 
" Number and type of participants «— The number of farmers participat— 
ing in a service varied from two-up, but the number was usually 
small since these groups were rather informal arrangements of neigh- | 
_ poring: families. For example, 2 certain service for group ownership 
“of a bull in Wisconsin had 7 participants, for.a stallion, 23. 12/ © 
A service in’ Michigan for 4 tractor had. 5 participants, and for a 
combine, 9. rire pe ee ee sees: 


Sire services had more participants than those for machinery, as a 
rule. The average sire service active at the em of June 1942 had. 

17 members, compared with between 8 and 9 for the average machinery 
service. Possibly the trend has been toward smaller groupSe At least, 
all services active in June 1942, averaged 11 participants compared 

- with 6 for the groups ‘established during the 1944 fiscal yeare 1 


Tbid. aie. | a eet Bie gt Ee Ga 
-9/ Based upon Special Report _on Cooperatives_as of June 30, 1942, 
| Farm Sec, Admin., Sept. 22, 1942, Table le ~~ CER OT ee 
Ti/ Based upon FSA Rept. No. 1, Part Iv, Table 4-B as of June 30, 
19446 : : Aas 2s : ? 
12/ The Work of the Farm Security Administration in Region 2, 
Farm Sec. Admin., Milwaukee, Mar. 1, 1940, Ppe 5-10. - 

13/ Based upon FSA Rept. Nos 1, Part Iv, Table 4-B as of June 30, 


19446 
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A cumulative enumeration of the number of participants in group ser-— 
vices is not available but the number my be estimated as in the 
neighborhood of -.225,000. to 300,000. There was 193,000 participants 
in the groups active as of June 1942. Not all of the participants 
were borrowers or even low-income farmers, Of the June 1942 partic— 
ipants, for. example, a little over one-third, 37 percent, were agency 
borrowers of some type, 49 percent were "other low-income" farmers 
and 14 percent were other farmers. It is not known how representa— 
tive this distribution is of the total participation of all groups 
established but it does include the members of about 17,000 out of 
the 27,490 started. This information indicates (1) that perhaps on- 
ly one-sixth or one-seventh ‘of the standard borrowers participated 
in group services, and (2) those borrowers participating were doing 
so in cooperation with their neighbors who were not borrowers and 
some of whom were ina piener economic status. 


‘Results. Three-fifths of ‘all the groups established were still ac— 
“tive as of June 30, 1944. -14/: More of those established with loan 
funds were active than of those without, 61 as compared with 56 per- 
cent, Nearly half, 48 percent, of the group ‘which had completely 
paid off their Loans. were still active. Data do not permit compar-— 
ing the joint and master owner types as to the percentage established 
which were still active. 


Of the groups started with loan funds, 43 percent had repaid their 
loans, 7 percent had been liquidated, 9 percent were inoperative, . 
and 41 percent had not fully repaid iceD loans but were functioning. 


The number of Botive groups reached a peak in 1941 and ‘then slowly 

declined. Only two Regions, II and III, followed the national trend 

in this respect, however, since I, VIII and IX reached their peak in f 
1942 and the other regions in 1943 (Table 60, Appendix). 


Apparently many of the groups that were started during the 1941 fis— 
cal year suffered a quick death, for the’ following | year marked the 
peak of fatalities, During the 1942 fiscal year, and again during .: 
the first half of the 1944 fiscal year, more groups ceased activity | 
than were established. The proportion of the groups that were 
started which remained active declined each year as the. following: 
summary shows. 


~ 


Total active: 


Established .. end of period Total number 
ee a . Percent of becoming 
See hy ee EN vi Cumulative ~ inactive 
pees: a en ae 8 -- mumber during 
Poriod ie ae ens es Number Number ,established - period _ 
July, 1, 1935-June 30, 1938 53077 4,809 OLS ee ee 210 
July 1, 1938-June 30, 1939 4,859 9,310: * 93.7 “358 
July 1, 1939-June 30, 1940 1,, 835 13,134 88.9. el Ola. 
July ri 1940-June 30,1941 6,795 17,335 BOL MN ge eS O94 
July rh 1941-June 30, 1942 3,345 16, 543 - 66.4 7 Ags Reid i ca! 
July 1, 1942-June 30, 1943 1,629 16, St ee G4 Osaki Lia. 
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There were an average of three active groups for each field supervisor 
during.the last half of both 1942 and 1943. Although FSA records in- 
dicate supervisors atterdéed about three-fourths of the group and asso- 
ciation meetings during ‘the last half of 1943, they reported attending 
an average of less than 1 such meeting per supervisor during the 6— 
month period. During the last half of 1942 there was only 1 such meet— 
ing for each 5 supervisors. Not mich more than 1 out of 5 of the ser— 
vices active during the last half of 1943 were reported as having any 
meetings. 15/ ‘Apparently,.after groups were started there were rela 
tively few discussions among the participants which coulda’ be dignified 
by being called a "meeting.'' This suggests the probability that group 
services have not beena channel generally used by supervisors for 


’ oe cgi! Ye 


The group services simply represent some formalization of a practice 

rather common among farmers in many parts of the country, particular-— 

ly for larger equipmerit such as threshers ensilage cutters, corn 

shredders, etc. The war period, with its restricted farm equipment 

output and a rationing system which forced maximum use of equipment, © 
would be expected to favor the growth of group services. Their decline 

in rate of establishment, in the face of this situation, must be ex— 

plained largely in terms of administrative policy and in competitive 

demands upon the time of supervisory personnel. 


The success of individual groups is measured to some extent by the 


_ proportion repaying their. loans and by those remaining active, includ- 


ing those remaining active even if paid up. There has not been, how— 


_ ever, any representative study of group services as a whole to show 
their effect upon the rehabilitation of individual participants, 


economically or socially, -There have been some descriptions of se- 


‘lected groups 16/ and there have been studies of the services within 
half a dozen counties in three regions. 17/ 


15/ Based upon FSA Rept. No. 1, Part VII, 


Iand Policy Review, vol. III, no. 1, Jan.-Feb. 1940, pp. 45-48; Raub 


- Snyder, "Small Farmers Discover Rural Cooperation," Land Policy Re- 
view, vol. VI, no. 3, Fall 1943, ppe 22-26; Joe J. King, "Cooperative 


Developmerit Among Low-Income Rural Families in the Pacific Northwest, "! 
Social Forces, vol. 21, Dec. 1942, pp. 194-198; Joe J. King, "Rural 
Cooperative Self-help Activities in the Pacific Northwest, American 


"Sociological Review, vol. 8, no, 6, Dec. 1943, pp. 706-710. 
17/7 Wynn, op.cit., also his Report _on Field Study of Community and 


y Administration, Taylor County, 
Kentuc Bur. of Agr. Econ., Jane 1942; and Report on Field Study of 
é) é 3 


Community and Cooperative Services in Malheur County, Oregon, Bur. of 
Aer. Econ., (1942?7)3 Pryor, op.cit.; Herbert Pryor, Community and Co- 


Cooperative Services of Farm Securit 


_ operative Services, Desha County, Arkansas, Bur. of Agr. Econ., Little 


Rock, Dec. 19423) eine: ~ and: Standing and Pryor,:op.cit.; FSA has 


' made 1 study of sire services, iJe., William W. Young, "FSA Coopera— 


| tive Sire Services," Rural Rehabilitation Activities,: Nov. 30, 1941, 
pp. 12~-16.' For the experience with group services in the 10-—county 


noncommercial experiment see Rached Rowe Swiger and ‘Conrad Taeuber, 


Solving Problems Through Cooperation, Bur. of Agr. Econ, and Farm 
Sec. Admin. cooperating, Mar. 1942, pp. 7-8. 92 we 


2, 1 
4 


Table 7-I as of Dec. 31, 1943. 
16/ See, for example, J. Roy Allgyer, "Group Action and Progress," © 
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An evaluation of these groups might apply the following criteria: 
Have the facilities (1) been used at reasonable. capacity, (2) served 
a reasonable number of low-income farmers, (3) earned sufficient in- 
come to meet loan repayments, (4) enabled the participants to in- 
crease their income, (5) enabled the participants to improve their 
farm practices, and (6) educated the participants in an understanding 
of the possibilities of self-help through cooperative thought and 
action? 18/ aot ge? ot 


From the few studies made, generalizations are not warranted as to 

the success or failure of the group services throughout the country. - 
These studies do suggest that economic benefits have accrued to par- 
ticipants since better sires help up-breed Livestock and work -aninals ; 
that making machinery available, permits handling increased acreages, 
more timely operations, and better practices, and saves labor; and 
diversification of farm enterprises is encouraged through providing 
facilities, especially for planting and harvesting. There is little 
evidence that group services have increased the social participation 
of families in their neighborhoods or conmunities. Generally, the 
groups have not been a channel for a somewhat formal-educational pro— 
gram nor have they been a means to increase belief in-cooperative ac— 
tivity. Given a preference, many farmers choose individual ownership, 
or at least the master-owmer type of services Given the alternative 
of no service or joint: owmership, they accept the latter. When ex- 
perience proves joint ownership to be economically sound for their 
scale of operations, a farmer may still retain the ideal of -individ- 
ual ownership. — . “ aes | 


These limited studies give no conclusive evidence as to whether the 
joint or master-owmer service is more successful, as to whether an 
individual or a group approach in initial organization brings more 
successes, or whether some types of facilities are better adapted 
to being handled through group services than are others. > 


Problems encountered.— Observation in the half-dozen counties sug-— 
gests that one of the weaknesses of the group services has been the 
practice of organizing them without regard to the felt need of the | 
participants arrived at through free and thorough’ discussion. Ad- " 
ministrative pressure to go out and organize group services, setting 
"quotas" for county supervisors, results in super—imposed groups. 
This super—imposition and the disregarding of the basic principles 
of procedure outlined, may account for many of the failures. . 


Rather frequently there was resistance to the joint—owner arrangement 
and preference for the master owner. Other problems that were faced 
by some of the groups include the following. : 


1, Lack of adequate understanding among participants at the , 
time of starting, which Jed to later misunderstanding. 


‘ 2, Uneconomic facility because not used to the extent planned: 
(a) All who signed up didn't use it, (b) drought, etc. 


18/7 Standing and ‘Pryor, opecite, Po LWeiaon 
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— 208 - 
reduced current need; (c) not adapted to participants! 
needs — for example, a thresher was obtained which had 
too little capacity; a mower was bought because hay was 
to be grown but the land was found to be too stony for 
ES hay to be. cut urges a CIA, 


30 eee borrower didn't serve all Rrormines nee (a) 
didn't have time or (b) more profitable to do custom 
work for een Opera Lore ay 


he Foilure | to. Adhere to written agreements: Some farmers 
Signed up to use the facility only to help their neigh— 
bor obtain it; written agreements not LEROY among 
“neighbors for *such activity. 


Be Managerial pions such as theerpareness illness, 
moving away. . 


6, Mobility of members; participants moving away results 
in turn-over and loss of users. 


By Iack of previous experience in cooperative activity or 
in working together, led to disagreements. : 


8, Participants at a distance from each other made it 
/ difficult to work together and use the facility. 


9. To include in the same group families not in the same 
“+ neighborhood and not accustomed to exchange of work 
or visiting with each other, led to dissatisfaction. 


Among the factors that contributed to making services function suc— 
cessfully were (1) a sound economic justification — that is, there 
was a real need for. the service, (2) following the concept of the 
natural social grouping as a.basis of organization, (3) competent 
management, (4) previous experience in cooperative activity, (5) 
the support of nonborrower families, and (6) the support of farm 
organization and’ religious sea AAT sullen teh cael promo— 
tional: programs. re nid ee cole atc aac Qi 
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CHAPTER 12 
Fa COOPERATIVE ASSOCIATIONS + 


Beginning under FERA, cooperative associations were consistently sup-— 
ported ‘and encouraged as a direct tool of rehabilitation until 1943. 
Cooperative marketing and purchasing by fermers in the United States 
has developed over a haif-centory or more. 1/ Federal support of co-~ 
operatives for farmers has. beén an established policy since passage 

of the Clayton Anti-trust Act in 1914 and has taken the form of fa-— 
vorable legislation, credit, and financing of educational work. 


But the organization of new associations and extension of credit and 
guidance to existing associations on the part of FSA and its prede— 
cessors drew opposition. In fact almost all activity by the agency 
in this field was prohibited after June 30, 1943, except for the med— 
ical, dental, and hospital care groups. 


General Development, Policies, and Results 


Development.— Support of ‘ccoperatives took the form of direct loans, 
grants, or supervision for existing associations of which borrowers 
were members; loans, grants, or supervision for new associations or— 
ganized primarily for the benefit of borrowers of the agency and as— 
Sistance in their establishment; and loans or grants to borrowers to 
participate in or use an established or a new association. Encourage— 
ment of borrowers to participate in some form of cooperative activity 
was a general policy of both RA and FSA until stopped by Congress. 


Under FERA, rural—industrial communities with cooperative industries 
were started for stranded populations and community work centers for 
canning, etc., were begun. 2/ The Resettlement Administration in- 
herited resettlement—type projects of which industrial, processing 
and other cooperatives were a part and started others. Aid was also 
given existing associations and new groups started, Under FSA, land- 
leasing associations were initiated, small~scale purchasing and mar— 
keting cooperatives were promoted and increased emphasis given to 
assisting cooperatives for standard loan borrcwers and low-income 
farmers in general, 


A characteristic of many of the associations newly formed, especially 
in the earlier years, was their speedy establishment without an under— 
writing of educational development before starting, Rather, the tend-— 
ency was for administrative superimposition, 


%* Sections on "Livestock Insurance" and "Life Insurance for Borrow-— 
ers" prepared by Ralph R. Botts, Bur. of Agr. Econ.; remainder of 
chapter prepared by Olaf F. Larson and Paul J. Jehlik of that Bureau. 
i/ E. fi. Stokdyk, "Cooperative Marketing by Famers," pp. 684-705. 
and Sidney Ne. Gubin, "The Growth of Farm—City Cooperative Associa- 


tions," pp, 706~719 in Farmers in a Changing World. 
2/ Rural Rehabilitation, vol, 1, no. 1, Nov. 15, 1934. 


BROT O J 


The appropriation act effective July 1, 1940 prohibited loans to in- 
dividuals to participate in any new cooperative association. Admin- 
istrative emphasis was placed upon the part of cooperative organiza— 
tions in the production, processing and distribution of "Food for 
Freedom," for a time, However, after July 30, 1943, because of the 
additional prohibition against loans te any cooperative association, 
direct use of this tool was virtually terminated. 


4 ‘ 


Definition.— The cooperative associations encouraged as an aid to 
rural rehabilitation met the usual definition, that hy 3 nonprofit 
organization, either incorporated or unincorporated, owned and con— 
trolled by its members, formed for the purpose of furnishing goods or 
services to its members. 


Associations receiving a direct loan or the majority of whose members 
received a direct loan to participate were required, according to pro- 
cedures issued by FSA, to be organized and to operate in accordance with 
the following cooperative principles: 


1. Control rested in the membership on the basis of only one 
vote for each member and proxy voting prohibited unless 
such prohibition not permitted by law. 


2, All members permitted to participate eqritably in the 
services rendered by the association. 


3. Net income above the amounts required for operating 
expenses, payments on indebtedness, necessary reserves 
and payment of limited interest on capital to be dis— 
tributed to member and nonmember patrons in proportion 
to their contributions to such earnings. © Patronage 
dividends to nonmembers to be first credited to purchase 
membership. 


Le NO inequitable restrictions upon admission to membership. 


5, Local associations should sell goods and services only 
for cash. 


Two other requirements were (1) the groups should provide services or 
commodities needed by borrowers at a cost commensurate with the benefits, 
and (2) the group shovld be assured of adequate capital, competent 
management and an operating program conforming to sound business prac— 
tices. Associations in which borrowers participated, but were a mi- 
nority, were to be encouraged to comply with these requirements. 


Classification by activity.- In addition to the medical, dental and 
hospital care and environmental sanitation groups, vihtich are considered © 
in another chapter, standard loan borrowers were affected primarily by 
the following types of associations : L/. 


37 FSA Instruction 831.1, July 10, 1941. : 


4/ Based upon FSA Instruction 803.1, July 24, 1942 and FSA Instruction 
859.1, October 12, 1942. 
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1. land leasing; the major activity was leasing land not 
owned by the government and sub-leasing parcels to: its. 
members." Se ae 


i ao re everine ry; provided veterinarian services for members. 


3. Local purchesing and marketing: vrovided for general ~ 
purchasing end marketing needs. of low-income ferilies 
within a county or limited area. 

t : ; : ; : 
4. State purchasing and marketing; cooperatives whose 
' members were other cooperatives, 
5. Insurance; engcged in furnishing life, burial, or 
livestock insurance. 
ae : sores ; 

6. Agricultural Pretec ine oon facilities (nonproject); 
included creameries, dairies, cheese factories, can- 
neries, cotton gins, pordered milk factories, wood © 
products, gas and oii, stoves, machinery rental, Arve 
‘storage and warehousing, cold. storage and ee serv- 

“ce, telephone, sire service, livestock Pe oS 
terracing and BOs PO REGAN ance 
/ Ue Water fact ities: irrigntion, BLCsin ee alo 
‘ eee. ud: i baat : 
Some associations engaged in -rore than one activity. _ in addition to 
the types mentioned, others were established see I a as @ part of 
3 projects to serve project families. 4 


y 
Re 


Classification by method of financing.- -As ssociaticns that were 
assisted fell into six categories according to cea: methods of fi- 
nancing, as follows: 5/ a 


1. Direct. loan; mas to poe peOnes they by ‘the agency. .. 


tan 
ry a 


a Membership or participation" acer made. to individual 
“borrowers to accuire Beeecee rights in.the form of - 
. capital stock, membershiv certificates, etc. 


Bf Aoubination > fet) and OF. 


4. Grant; made directly to an Eecociatien but oe not. in 
sree Ss eeeclt with one of above types..: % 


De erst ee Sete tae use parts of frateres lean or 
grant funds directly to pay for. godds or services, ex-— 
cluding membership, furnished through an associetion 1 not 

. elassified (1) bbrplieli (Le 

Pag oe No funds; financed antieary without specified use of 
seus agency doan or grant funds to ‘individuals or the associa— 
iy) SO gee or Ko) s pena: SS a) os oo sire oe 


ae ceeeenneeneel 


SJ FSk Instruction 603.1; July’7, 1942. 
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Zations With G Cont 255i stan oe! 6 he Purpose of the SUPCrvision 
Wags Protect th OVernmentt > finaneis interest “Nd train the m mber 
Ship to in ful ESSion of their “Te nization he 


Policy “mphe si zeq thet "Qupli cation Of eveilabje CXisting coovera tix. 
fecilitics Shall be eVoided, n &/ ang thet borrowers Should b¢ En Cours geg 


irect lotn GDECE: WAS to _he uNneble to 
: : "the Rap Credit Admini stre tion OF other 
Public op Private credit Sources; (2) the ™ jority of the menbershin 
hed to be b "Crs or Persons Eligible to be borrowers, Or the m2 jor 


Other tae i capo *neluieéd evidenc. of €Conomie Soundness, Competent 


Loans to “<©0clations were Made to finance the SeQUTSi tion of lena, 
buildings, end aUipmen t, 2nd for ee eh ing tents UNder the terms 


isi Sopa 


procedure celled for building from the "gressrcots" up, rather than by 
superimoosition and for stressing continuous educetion of members after 
orgenization. 11/ 


A combinetion of direct loan to the essocietion and of individual 
capitel contributions, the latter finenced by the agency if necesssry, 
came to be the gener2l volicy of FSA. County end district supervisors 
had direct responsibility for carrying on whatever supervision of the 
associations wes deemed necessary in the case of those finenced in 
whole or in part. In general, this was. to be supervisory assistance 
rather than control over management 2nd operating policies. 


Number ‘and distribution of essociations.— The number of all types of 
associztions, including environmental Senitetion, medicsl, etc., which 
were considurel as "established" et the end of 1945 toteled 4,49 
(table 61, Appendix).. This inclu‘es those on and off projects, those 
esteblished before aided by the reh:bilitetion agency through direct 
finencing o* through finencing the perticipation of individucls, those 
newly established as a direct result of 2gency finencing in some forn, 
and those receiving no funds but receiving supervisory sssistence. 


The number newly "established" grew progressively esch year through the 
1942 fiscel period; then came en sbrupt dropping oft of new activity. 

A lerge increase between 1941 end’ 1942 reflected the efforts to start 
locel purchssing end marketing co-ops. Region V had nearly one-fifth 
of the total number. However, regional varintions in the number alone 
_have but limited significance without reference to the tyoc of activity. 


These associations were finencead as follows: 


Percent 
irect loens sah es 
Membership loans 10:9 
‘Combination (direct and 
membership loans) 3.6 
‘Service loans 3569 
Grants only BOs 
No funds ~~ Faiiee: 


Total - 100.0 


Only 1 association out of 54 of those financed with lozns, directly 
or indirectly, ‘also received one or more direct grants. 12/ Neerly 
three-fifths of the sssociztions “were unincorporeted. 13 


Operating status of associttions.~ Again considering 211 types of 
‘associetions, the number of ectives grew each year to reach a peak 
of more than 4,000 at the end of June 1943; after. that ae downward 


trend brought the. number.to 1,616 at the close of 1945. 


Guide for 


11/ FSA Instruction 631.1, July 10, 1941; Supervisors' 
Community and Cooverstive Services, Dp. 47-50. Sete 
12/ FSA Report No. 1, Part IV, Table 4-C 2s of December 31, 1945. 
13/ Ibid. 3 Rear ae Haan 3 
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At the end of 1945, 36 percent were still ective, 45 percent were 
inactive, more than 5 percent were paid up without liguidetion, and 
over 14 percent were liquidated. Ley, About four-fifths of those whose 
liguidetion was completed had paid back their loans in full. 


Families perticipating.— .A total of 493,079 families were reported 
as participating in associations of all types active et the end of 
December 1943. 15/ This wes a duplicated count, however, thet is, a 
femily teking part in more than one activity was counted for each 
perticipetion. Furthermore, the date did not separ:te standard lozn 
from other borroxers or from nonborrowers. There was no information 
on cumulative membership of ell associstions "established." It is 
therefore difficult to appraise the effectiveness of the support given 
cooperative associeticns by even such & mezsure ©S the percentege of 
standerd loen families who have been participants. The FSA report for 
borrowers active in 1938 does show that 26 percemt were participating 
in one or more group services or cooperative essociztions other than 
medicel, but not necess:rily restrict-d to those eided by the agency. 
A comparable report for 1939 active borrovers shows 14 percent partic— 
ipeting in egency-aided group services <nd cooperstive associations, 
other than medical. 


The number of families, stendard borrower end others, perticipating 
in major types of essocietions other than projects cniy, active at 
the end of December 1943 wes as follows: 16/ 


Land leese < 1,250 
Medical and dental EE be oe, 
Migratory cemp health 

association 28 ,993 
Environmental sanitetion ae / oe 
Veterinary 23032 
Ioc2l and stste purchasing 

and merketing 148 , 209 
Insurance SOL a7 
Processing and facilities 103,191 
Water fecilities 4,079 


Agein it should be emphasized that the number participating in active 
zssociations does not offer a fair mezsure of the totel perticipe tion 
in the various fields of cooperative activity, for standard borrowers 
élone or in the aggregate. 


Lozns end repeyments.- Of the $606,000 in direct loans from corporetion 
funds, 33 percent of the principel had matured by June 1944 and only 

69 percent of the maturitics had been met. 17/ Of the 321,474,000 
principel on loans frow other funds, 22 percent had matured end 97 per- 
cent of the maturities had bsen met. 18/ Maturities teke account of : 
eny renewals thet may have’been made. Four percent of the total amount 


yee Ss 
LA /milbid.yteble 4=D. 


yf ibid., :table 4-F, es of December 31, 1943. 
Ibid. 
; ay ‘Toid., table 4-J as of June 30, 1944. 
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% of direct loans te associstions came “ror: corporation trust funds, the 
remainder from other approprieted end borrowed dunds. 


No estimate is attempted as to the smount of.participetion end service 
logns or the emount of direct and indirect grents. 


The following sections discuss the mejor activities of associ: tions in 
more detail. 19/ 


Local Purchasing end Marketing Associations 


A purchasing and marketing association, incorporated or unincorporated, 
wes described es composed of farmers who acted a8 a group in buying 
their form requirements (feed, sced, fertilizer, chicks, farm equipment 
and tools, pressure cookers, jers, etc.) or in mrketing their surplus 
of farm produce (potatoes,-tometoes, grein, cotton, dairy products, Bb.) s 
The borrowers also worked through these associctions to organize distri- 
bution fecilities — truck routes, egg centers, milk routes, storege 
Sspece, and other fecilities -— and to negotiste for orders thet would 
take their entirs output for the market. Membership fees were usually 
small (50¢ or wl). Furchases through the eassocistions were meds tor 
members on a "eash-with-order" besis. At the end of each fiscal year 
the savings were distribut<d to petrons through patronage refunds. 

The merketing phses were usuelly handled on 4& commission basis end 

2 rate wes charged sufficient to cover ovurheed costs, _ 


Through its experience with locai purchasing end merketing associations, 
FSA r:ported it found that the operations often could be carried out 
best either (1) by obtaining the services of some cooperative associa— 
tion which could fill the pooled orders or marxet the pocied produce 

of the members or (2) by the orgenization by*several locals into a 
central purchasing and marketing association to pertorm the purchasing 
and merkcting functions for the member locals. .20/ This wes known es 
federating of cooperetive associations. ; 


Number end membership.— Perheps 1,300 local purchssing and merketing 
associations were established. A drive wes put.on in 1941 to get such 
groups organized in es many counties es possible where they were needed. 
About 1,250 local groups and 5 federated associations were reported 3s 
ective at the end of December, 1943. 21/ Membership of the ective 
associations wes rourkly 150,000. Almost one-third of the membership 
wes in Region III end most of the others in the 4 Southern regions. 
Seven out of 10 of the ective groups were in the Southern regions. .. 


+ Mgwes 


Iozns anc repeyments.— The great majority of purchssing and merketing 
groups were finenced through verticipsztion end service lozns to members. 
ts of Soptembar, 30, 1934, only 69 »ssociations, -inciuding 5. federated 
groups, siGre reported as heving direct loans. Region V hed 42 of these 
direct loan groups; Region I had 15: end the remcining 12 were distri- 


te a 


buted among 4 other regions. — oy mee se ees 3 
@ 29/ The health agsocietions, weter facilities and environmental » 
senitetion work are -discussed Bepe retely oe Pn ee 


20/ term Security Administreticn Cooperative Progrem,p. 6.) ~*~ 


‘BI/ FEA Report No, 1, Part Iv, téble 4-6 ¢8 of December 31, 1943. 
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The loc=1 groups hed borroved .398,000 of which {201,000 was’ mature; 
repayments were ahead of schedule, toteling ¥220,000. The State groups 
G@id not do so well. They had borrowed $146,000 of which 101,000 was 

due end 426,000 had been repaid. lLocel groups had met 88 percent of 

the 39,000 due in interest... The State groups hed met 85 percent of 
their interest cherges of .9,700. The repa ae record of local associa- 
tions wos good, 45 being on schedule, 13 ahead, and only 6 behind. The 
averege locel associztion had borrowed 6,200. ; % 


None of the loan funds for these associations came from corporation 
trust funds. ‘There were few, if any, grents directly to purchasing 
+ end marketing groups.’ , 


Results As. with most other forms of cooneretive ectivity essocisted 
with the epbpapiti ts tion program, there is not now eny besis for = 
general eveluetion of Rts tthe end marketing groups. A few hevs been 
observed et one stage or enothcr of their development, incidents1 to 
studies of neighborhood action groups snd group services. In these 
fev-instances, some groups were found to provides method of marketing 
cotton more profits bly than through locol chennels, 22/ end to save 
members money on purchs ses, 23/ Some. just ineringed to survive iath only 
‘nediocre- results, but had prospects for growth, i/e -Some of the groups 
. had grown up out of the neighborhood action group process. Moves to 

' bring in nonborrowers seemcd to stinulste interest. In some instances, 
failure of members to realize fully that they were participating in a 
cooperetive activity end continuence of manegement by the supervisor 
end only nominel control by the members end association officers indi- 
exted a need for = besic edues tions progran ebout pop pere ta ye principles. 


fee ee processing el Facilities Essocietions 


some 530 Be ears processing end facilities associstions with 
103,000 perticipating femilies were reported active at the and of 
1943. This category includes several activities such ss creameries, 
cenneries, gins, stores, grein elevators, ctc., which in the ageregate, 
were exc:éded in number only by the local purchasing end merketing, 
the heelth, end possibly the environments ‘1 sanitation groups. A 
ma jority received direct loans. ay ees 
Grain erat The cooperstive grain elevztor was.usuelly incor- 
‘porated 4s 2 stock cooperative. 25/ : It owned and opereted a grain 
warehouse and clevator facilities which were licensed by the Federal 
or State Government as a public werehouse. Generally the local ele- 
vator essociétion was a membcr of some terminal elevetor association 
oes as the Farmers Union Grain Terminal Association of St. Peul, 


Standing and Pryor, op.cit., p. 9; Pryor, Community and osoberstive 
services end Discussion she be Acedia Pa ish, Touisiana, p. 83 eee 
es end Cooper otive so aels 4 ae sae yiArikonsss, p79. 

Sido Eotion Grou 


L D. 10. 

f at ee end Goo erative Serv- 
ice Program eBieaiey aunty at irkenses, Aug. 1942, p. 9 ; 

25/ This description is besed upon warm Hu lena JS easaaes Co=. 
operctive Progrom, pp. 9-10. ~ ; ; : 
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™® inn. or the West—Central. Coonerntive Grain Company of Omaha, Nebr. 
through which the locel elevator marksted the grain of its members. 


Terminel associetions also furnishet 
aid and bookkseping, eccounting, and 


locel associations with financial 
auditing services. Where farmers 


placed their grain under the Commodity Credit Corporation loan program, 
the local essocietions hendledi the transaction through the termine] 
csssocietion with which they were affiliated. In addition to functioning 
2s public werehouses ana storing grain for formers, locel essocistions 
made en advance payment to their members for grain upon delivery, based 


on grade, final settlement being made 
local. As cerload lots were accumulé. 


when the grain was sold by the 
ted they were usuclly shipped to 


the terminel markets for sale or storege. Many elevetors conducted 


sideline operations such &s the sele 
equipment, and grind end mix feeds. 


Direct loens were received by 51 grail 
1 of these were in Regions II, VII an 


of oil, ges, ferm supplies nd 


n elevator associations.:. All but 
dX. ‘The *totel borrovcd was - 


535,000 of which $166,000 wes due by September 1944 and 96 percent 


hed been repaid. Of the 30,700 due 
paid. the associations were alrost ¢ 
behind, and on schedule, for meeting 


in interest, 83 percent -had been 
gually divided ©mong those shead, 
rep2yments. aig 


Powdered milk processing.— Loans toteling {260,000 were made ene. 


powdered-milk processing associctions 


e wes due at the end of September 1944, 


Two were ahead of schedule and one We 


, ail in Region Il. Only $19,500 
but $44,300 had been repeid. 
s behind on repayments. Interest 


charges of .}6,800 had been more than met. 


Cotton gins.— Fourteen cotton gins, 


including ‘those on projects, 


received direct loans totaling $187,000 of which 369,000 was due and 


74, percent had been repaid. Most of. 


the delinquency wes accounted for 


by 1 association although 6 were behind schedule; only. 1 was theed on 
repeyments. Interest of 17,000 had been met to the extent of 92 per- 


ent. 


These gins were in Regions v, VI, VIII and XIi. 


Gins and stores.- There were 9 gins 
direct loans of 3434,000. Of this, » 
‘4211,000 had been repaid. All intere 
had been paid. . 


and stores combined which’ received 
208,000 was due and even “core, 
st cherges, amounting to p64, 000, 


. / 


One of these sssociations was in Region III. The others were in V and 


VI. Only 1 -group was appreciably behind on repeyments. 


_ Canneries.— Cennery essocictions, 27 in number, end loceted in every 
region but I and VIli, had received loens of $593,000. Repayments due 
totaled $415,000 and only 43 percent of this amount hed been repeid. 


Only 56 percent of the’ @1,000 due in 
appear to have been among the least s 


judged by their repayments. Only 1 was ahead of schedule and 22 of 


the 27 were behind on repayments. 

Creameries .end cheese factories.— Di 
operative creameries end cheese f-.cto 
Izkes, Great Plains, Mountain, 2nd Pe 


tnterest had been paid. Cennerie§ 
uccessful types of activity, as 


rect loans were mode to 33 co- 
ries loceted mostly in the Great 
cific Cosst States. Loans totaled 
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w42E 5000 of which $107,000 wes due and 73 percent had been repaid by 
September 1944. Of the 919,200 due in interest, 8&7 percent had been 
repeid. Only 5-were ehezd, 17 were behind, and 11 were on schedule 
in meeting rep2yments. ; 


Lend Leasing Associations 


shen lend is owned and opersted in fsirly lerge tracts lendovners are 
often unwilling to bresk up their holdings into smell pieces and make 
individual units eaveilable to severel smell fermcrs. One way of enabling 
smll farmers in need of rehebilitation to get access to land under 
sccure tenure wes through the device. of land lersing associetions. 

This tool wes used primerily in the cotton plentztion South but to 

Some extent in the Western grazing arees. 


Apparently this type of proersmweas first formulsted in the recommenda- 
tions of the President's Committee on Fern Tenancy in .1937 which ssid 
that the proposed Ferm Security Corporstion should, on en experimental 
besis, "center into long lecses with landowmers who are. willing to eegrce 
to reasonable terms of rentel end to compensate the Corporetion at the 
terminction of the lesse ior improvements méde on the property. Such 
leases should be mde for periods of 20 years or longer with a view to 
subleasing the property to fermers for corresponding periods." 26/ 

The. Committee pointed out some of the dissdventeges of lecsing as com 
pered with outright purchase of lend by the Government. It wes also 


.recommended thet on en experimentzl scale "cooperetive groups my well 


be aided to acquire land by purchzse or long lease for subleasing to 
group members. The cooperative organization would serve the function 
of a nonprofit-secking lendlord working in the interests of its member-— 
Ship. Such an arrangement would relieve Federsl é2gencies of much 
responsibility for menegement." 27/ . 

The ideas put forth by the President's Committee became a definite 

part of the Farm Security Administration's tenure improvement program 


early in 1939 when 17 lend lezsing associations were started in 3 


Southern States, 


Land leasing associations were cooperstives whose major ectivity wa 
leasing land not ovned by the Government and Subleasing parcels to 
its members. 23/ Ordinarily they were under the general jurisdiction 
of the county RR supervisor. These essocietions were closely related 
to similar groups organized primarily for the purpose of leasing and 


‘developing land obtained either from the Government or from private 


individuals. It is the so-called project lesse and development associe- 
tions, lergely operetive on resettlement projects, which entered into 
the 99-year. leases which were leter vigorously objected to by others. 


bs i 


The specific aids which could bc used as apart of the lend leesing ° 


association’ program to 2id tenants were as follovs: 29/ - 


i se | | 
26/ Ferm Tenancy Heport of the President's Committee, p. 13. 

27/ Ibid. ae FEIT aE ET Re ENG ae eae 

28/ FSA Instruction 803.1, July 24, 1942. s :" 
29/ The FSA Tenure Program, Progrem Analysis Report No. 23, Ferm 
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Security Administretion, Sept. 16, 1942, ppe9-10. See also FSA In- 


struction 800.5. 3 2 
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1. Leesing of one or more tracts of lend to be divided . 
emong a small group of tensnts or ovmer operators whose 
present units did not afford 2n adequate base for sound 
operation. 


2. Providing bargaining power for the leasing of family-size 
units. 


3. Leasing of tracts of lend for subdivision or assembly 
into femily-size units. ~ 


4. .Le@sing of land for grazing or other group use, 
How land leasing associetions oversted.— 30/ The members of land 
lezsing sssocistions hvd 2 duel role. #8 operators they formed 
cooperative associations and le: sed the lend, usually 4 plantstion, 
from owners; then as tenants they subleased individual trects fron 
the cooperetive. » 


To form én association the ténant farmers, with the aid of FSA person- 
nel would draw up a charter and by-laws, subscribe 31 each.for a share 
of nonpsr stock, elect 2 board of directors, and organize or incorzorete 
under the lews of the State. In the neme of the essociation they 

leesed a plant-ticn from its omer, usually for 5 to 10 years and agreed 
to pey @ yeerly cesh rentsl for the land end buildings. The rent was 
usually paid 2 yeer in advanec. An option for eventuel purchsse wes 
often included in'the .lezse. Either the owner or the association egreed 
to olace the existing buildings in édequets repair with the cash rent 
being adjusted to credit whoever did this work. The essociation agreed 
to operat: the farm under sound S0il-conserving prcectices, 


The cooperative performed the functions of the plantetion owner. + It 
Sublease individual tracts to each of its members on € ¢@sh or shere 
besis. In the great majority of cases the tenants gave one-third of 
the cotton and one-fourth of the corn to the essociation.end paid cash 
for the, feed, and the gérden end truck croplend. Some members, however, 
worked on @ sharecropper besis, keeping helf of ell crops for their 
labor. The associetion opersted the usual plantetion enterprises such 
as conmissarics, gins, trectors end other large-scale machinery. It 


Might also operate the pesture enc feed croplend. The nanegement of 


the cooperative was in the hands of s treined frrm nanéger appointed 

by the Board of Directors. He wes responsible for such enterprises 

as the commisszsry and gin énd had general Supervision over the ferm. 

In the larger associcticns the menager had an assistant and 2 bookkeeper 
and in ncerly every instance ¢ full—tine home supervisor. 


Operating capital needed by the associstion wes obtained through FSA 
loans. Most of the funds were used for paying the first year's rent 

in advance and the remeinder wes used for opsrating the cooperative f 
enterprises and to "furnish" the fanilies working on a sherecropper 
basis. In addition to the lorn to the association, usually -eech member 
arly had a standard rehsbilitation loen. As most of the femilies 


Based perticulerly upon fy 1. Hudgen’, "Iho Plantation South tiice 


a New Way," Lend Policy Revie, vol. III, no. .7 (Nov.. 1940) pp. 26-29. 
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hed little when they bccsme members of the essociation the loans during 
4 the first 2 years averzgcd zbout 600 and were used to buy work stock, 

j milk cows, hogs, fertilizer, seed, and equipment. 4 ferm-end home plan 
wes made for each family with emphesis plsccd on home production of the 
femily's food supply and the development of two or more cask crops for 
merket. The cotton acreege ellotment wes divided among the families 
on the basis of their size end each family received its shere of the 
Asi payments. Each member received eny profits accruing*‘to the essocia- 
tion through the operetion of the various services, in addition to the 
income from his own piece of lend, 


A study of 42 of the essoci-tions active in 1943 showed an everege 
membership of 41 compered with 49 ebout a yczr earlier. The number 
of members’ in essociztions ranged from 5 to 265 but 211 execpt 10 had 
less than 50 members... ba a See 


‘Development of the program.— When the program started in the spring 
of 1939, 627 femilies joinzd together to lease 17 cotton plantotions 

in Arkonsas, Mississippi, and Louisiana. A-yvar later 14 more essocla— 
tions were start:¢, bringing the totsl membership up to 1,699 families 
of whom 949 were Negro and 750 white. The acreage undsr lease grew 

to 94,600 and Missouri snd Lirbems were added to the list of States 
with associations. By September 1, 1942 thtre were 39 lend lessing 
essocisticns with 1,903 members. The program hed moved outside of the 
cotton South and hed entered Indicne with 2 groups. ga, 


s All together, during the time this program wes euthorized FSa dided 

, in forming 52 associations with more than 2,000 members leasing 136, 366 
eeres. 31/° Activity extcnded into Virginia, North Dekote,' Utah, New 
Mexico, and Texas. However, arkenses end Louisiene accounted for the 
majority of these groups. eaten 


Procedural instructions issued in 1941 stcted the land lessing associa- 
_ tions were "not to replece the prectice of aiding individuel clients 
to enter into leasing arrangements with lendowners where suitable 
family-size units can be leascd by the individual on satisfactory © 
terms, but should supplement it where the fecilities of < well managed 
and edeauately finenced organizetion will permit negotietios and - 
“operetions which couli not be arranged on en individual basis." 32/ 


Generelly associations were to heve mot less than 10 members. The 
recommended degirable minimum length of lease was 5 years. Lease 
terms were preferably to be on a shere-crop basis.‘ The period of 

the loan to the associctio was not to exceed the length of lease. 
Region2l directors could epprove loans not in excess of 125,000 to en_ 
associetion, provided not more than 315,000, or an everage of «300 per 
femily, wes expended for rep2irs, land development, and construction 
work needed for efficient operations end to mect minimum standerds of 
ss housing and sanitation. emt tes . Sore pats a 


Beginning in July 1943 with Congressional‘ discporoval of this activity 
the number of associrtions began to decline’ and liquidation proceeded 
as quickly <s tenure contrects could be cencelled. _- a = 


31 ‘Three of the ascoci? tions oper: ted grazing ‘enterprise 
opersted without direct financiel-assistance from Fol. : 
32/ FSf. Instruction 800.5, October 22, 1941. | : 


_ 


s and were 


Results of land leasin 


233 33/ slots te OD. ata Pies 


- 22) - 


ng «ssociations.— During the first year of 
operstion 10 of the 17 associations ended the seesson with an average 
profit of 33,000 ezch while the other 7, suffering edverse crop condi- 
tions, had en everege deficit of a little more than $5,000 ezch. 33/ 
During 1941, 24 of the 29 essocirtions then organized showed a net 
profit; 11 made a net profit of over $100 per member, Ten of the 15 
grouvs losing money.in 1°41 wsre located in Louisisne. 24f 


A financial summary of the FSA loans to lexsing essocietions through 
December 31, 1942 showed logns smounting to $1,364,402 of which 
$272,796 had been repaid in principal. 35/ Interest pzyments totaled 
w47,3€1. Daring.1942 the essociations had a net income of 3267, 707 
while their cumulc tive net income for all years was ¢586,618. Only 
the Louisiana associations, as 2 group, head a cumulative net loss. 


ft the clesé of 1943 the most complete informzticn aveileble on the 
members of the land lee sing essocintions wes obtzined-for 42 of the 
groups, <11 loceted in Regions V and VI. 36/ These 42 included - few 
groups locsted on projects and organized to develop ¢s well as lease 
lend. 


This 1943 study showed thet members of the associations were prim-rily. 
operating cotton farms. Cut of the 914 cesh income from the sale of 
farm products during the yeer, crop sales <ccounted for $853 -—- rostly 
from the 6 bales of cotton. The Geers progrerm.ned developed 

to the point where home furnished food and fuel wes aiuea at 930l 

Kost of the pork, milk, chickens, end esgs end some of the veal pro- 
duced was used at home. This home projuctim provided more than 1 

ezz and & quart of milk per dey per family member — well in line with 
recommended nutriticnal practices, pe work, an averege of 2 
months per family, helped to brine the grost ec#sn family income up to 
1,037, of which 3640 wes used for rent end i tee farm-operating , 


expenses... Nine out of 10 leased their land on a share basis. Individuel 


units averaged 49 acres of which 30 were in crops The families, 
averaging 4.6 persons, hed 20 men months of lebor ‘available. Just 
half of the femilies had members working off the ferm in 1943. The 
value of working capital res 3829 while the totel assets wire valued 
at 61,078 and the net worth averaged (599. Two out of every three 

had received a rehnbilitetion loan during the year; 72 percent had 
made repayments during the year and 2& percent ef the members were 
completely paid un on their loans, “There vere, of course, wide veria-— 
tions from one essocistion to another in all these cherecteristics. 

As compared with the average activ. standard borrower fe mily in 

Region VI — in which the mejority of the associations were located —- 
the association members had.a:larzer total farm cash income fut ‘they 
had less left when rent end other ferm expenses were deducted. The 
net cash income for the femily likewise wes iess for essociction 


34/ aa FSA Tenure Program, -p. 10.. 
sia earings Before the Select Committee, pert. ey ne 4 ,001-1, 062. 


 36/ See .J Status end Production of Project and Lend Leasing éssocia- 


tion Families in 1943, Relecse No. ye 1942 Family Progress. SER FCA, 
August Bd 944, sd ibrar je “ 
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members, particularly because- -they had much less income from off—-farm 
work, Both groups spent about the same for femily. living but’ the 
association families bought more farm and home cepital goods. The re- 
4 Sults of these differences in income and expenses wes that the associa- 
tion families hed $9 left for debt payment md sevings st the end of 
the year as compared with $1€2 for the rehabilitetion femily.. It is 
true that the leasing associstions credited the average member with 
943 in sevings but as this wes not available to the femily in 1943 
it was not included as ‘income. There wes little difference in the 
velue of food and fuel- furnished by the-ferm. Both groups had about 
the same velue of working capitel end elthough the associetion members 
hed berrowed rore from FSA they © wed less at the end of 1943.. Both 
groups hed the same screage of cropland but the rehabi lite -tion bor- 
rovers had more land devoted to nonerop uses, - 


The advanteges to the tenant fermer claimed for the leasing essociations 
are as testy 37/ 
ut ie They give the tenent access to the land where it would €» 
otherwise be denied beesuse of inability to pay cash 
rent in advence, end they help to cushion ie shock of 
the displacement of term tenants. 


2. Wembers get training in sound ferming practices through 
work with trained fern-menagement snd home e-management , 
Fecha Supervisors. 


> ast Members are likely to have bétter hezlth because the , 
home-produced food can give them e balanced diet and 
‘most of the associations provide fecilities for : 
adequate medical care at € price the families can 
afford to pay. 


4. A large number of cooperative ectivities are available 
. to the members which help cut expenses and do a better 
: job of farming. 


5. ‘Minimum standerds of housing ere assured since the 
tight roofs and screened windows of the leased plenta— 
. tion houses represent 2 long step forward from custom ry 
shelter. | 
The adventages to the land owner are (1) assurance of en income that 
will. enable him to meet fixed charges and give a good return on the 
investment end (2) the knowledge thst the lend is being worked under 
-Soil—conserving practices end thet LEE s are being meinteined -in 
good repeir. or eed . 
- A Congressional eee eppoint-d to investig: te: FSA activities 
‘ disapproved of the associctions. They were classed with other sub— 
_ stitutes for resettlement projects "created and finenced in violetion . 
Od law." 38/ In He Re Pee bill first drewn up by the Cooley 


Haagen moe 
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Cormittee to incorporate its recommendations for changes in reha-— 
bilitétion ectivities, provision wes made ior expeditious liouidetion 
of land leasing associstions. The évpropristion act for 1944 put an 
end to sterting new lend lezsing associations and required discontinua~ 
tion of those alreedy established. 


Livestock Insurances 
Stes tock insurance 


The need on the part of clients of the Ferm Security Administration 
for some arrangement for replacing livestock, and perticulerly work 
Stock, thet dies or becomes disabled hes been recognized from the 
beginning of the rehabilitation program. Whereas the loss of 2 work 
-€nimal mey not be serious for the large operetor who owns © number 
of enimals, a Similsr loss- badly handicaps the smell operator who hes 


é@ reletively large proportion of his capitel invested in one or two 
enimals.,. For meny an FSf client the loss of 2 work animel may not 

only reduce or wipe out his net worth but méy complztely disrupt his 
farming. A new loan to replace a lost animal, assuming that such a 


lomn is obteinable, msy increzse the client's debt beyond his ability 
to repay. 


Realizing 2 need tor some systematic wey of r-plecing lost animzis, 

FSA borrowers in Arkanses, Louisicna, and Kississipoi were encoursgéd 

end assisted by the Ferm Security Advinistration in forrin mitual Se 

benefit protective essocietions for the purpose of providing funds for 

the replecement of work Stock, breeding sires, and brood mres. 239/ 

The associations were incorporeted uncer appropriste laws of the a 

Several Stetes as nonprofit orgenizetions. Membershiv was et first ies | 
Minitea to FEA clients, but the Louisiane end Liississipvi aesociations 

later amended their by-lews so thet fermrers who wers not indebted to 

FSA might obtain insurance from the zesociztions. The Arkensas 

ssociation may heve taken similer action without it having come to 

our ettention. The premium for the insurence sold to cn FSA client 

is often included in the losn made by FSA. A somewhet similar essocia- 

tion was orgsnized in Uteh to replece herd sires lost by members. 40/ 

Membership wes not limitéd to FSA clients, though = mejority of the 

so-called "bull blocs" — groups of farmers exch of which jointly 

owned one or more bulls — were mde up, of members who were financed 
by FSi. Operating statistics for these four associations cre given 

in tablé 12. / > 


Orgenization.— The Mississippi and Louisicna associctions began 
business in Jenuary 1939, and the Arkanszs association in ‘June 1939... 
The Uteh associction wes orgenized in July 1941... é : 


The insurance lew under which the Mississippi associction wes incor- 
porated requires that 23 percent of premium collections mst be paid 
ase Stete tax. The other cssociations were incorporated under co— 

operative association acts and sre not requircd to pey premium texes. 


* Prepared by elph R. Botts, Bur. of Agr. Economics. oe , 

39/ Arkanses Livestock Replacement Association, Inc., 105} West 8th 
Street, Little Rock, Arkansss; Louisiene Livestock Renlecement Associa- 

tion, Inc., P. 0. Box 231, Pineville, Louisiena; and Fsrmers! Hutuel 
_Speurance Association, P.O. Box 808, Jackson, Mississippi. 


A 


“40/ Utzh Livestock Purchasing Association, Selt Lake City, Uteh, ~ 


Table 12.— Opersting date for livestock insurance essocistions 
in four Stetes, es of December eo LGN Hs Vg | 


/ : ‘> ; 
:Certifi-; 


: . Claims paid «2 
° 


Associations :cates in:Animeals: Premiums Se : Insurance 
’ : force sinsured: collected:Number : Amount:in force 
sNumber Nurber Dollars Number Dollers Dollars 
Arkensas 210,502 19,302 98,208 1/. 783 «74,755 1,540,525 
Iouisiana Spr gp Job tt 9659 PRET 5 OAL 842 76,196 1,415,944 
Mississippi 220,412 29,469 165,679 2/ 1,507 102,963 2,279, 70E 
Utah 3/ 4138 bsgectithy 095° Dae ee) 4/ 
1/ Estimated. ae alae 
2/. From Directory of Mutual Insurance Companies in the United Stetes. — 
Fisc#l year ended August 313 4192455 ; ; a 
4/ No policies issued. eee : 


The ‘Mississippi associstion took over the business of é ‘livestock 
replecement fund thet hed been in existence for cbout 2 yeers, This 
replacement fund wes not 2 formsl, inccrporated organization but 
~meéerely a’ voluntery pooling crrengement whereby each client poid, or 
permittsd FS .to deduct from his lozn, a stipulsted sumte-be held in, : 
. trust for the: pexment of losses. Unier this crrengement, losses were ee 
, to be paid as’ long 2s the common fund lested’ini there wes no provision , 
for assessments in cése the fund was depleted before <1l cleims were 
paid. The experience with .this repiecement fund vrovided velusble 
experience @s 2 background for the new insurencc orgénization. ; 


~ zi 
\ 


_ The associaticns are permitted by the various Stete laws under which 
» _ they are orgenized to eng-ge in many activities beyond the scope of = 

their present operations. for exemple, the Louisisna associction 
could engége in almost any activity in connection with the “production, 

merketing, ani processing" of agriculturel commoditics, 2nd could even 

. provide medies1 services and benefits for its members. The Mississipvi © oy 
acsociation, if it wished, could ccnduct 2 buricl insurance business : 
for its membership, and the Arkans2s associetion considered the ex- 
pension of its program to incluce the insurcncé of cettle. 


These organizetions were ovne? end controlled by their members, end 
Were given advisory and technics] agsistence without cherge by the 
Stete and regional reprzsentetives of FEL. Grents were also mide to 
ell of the associations, except the one in‘ttch,: by FSi to begin opera- 
ticns. These grants were to defrev overs ting expenses for approximately 
@ year. - The donsted erpitel wes used principally to pey selsries of 
associction employees. the essociatios were required by their grant 
2ercements,: among other things to edovt en énproved. system of accounts 
__ nd to provide surety bonds for employes who hondled funds. 


-\ ~ Premiums.or assessments were collected in 2dvence and were intended 
-. to cover’ costs for a full yeer. Membership liability beyond the ae 
peyment of premiums wes limited “by the three Southern acsociations : 
to en adijitional ennuel premium on ‘each policy. Members of the Utah * 
association were liable for any.additional assessments required to 
pay replacement costs and opereting expenses,. All of the associations 


ee : mage 3 3 r 


‘ * > fri. 
ya fm en ¥n s $ E Raat sie i eer 5 
» } : : . ay ee 
\ . . ‘ ie *« * 3 ? AAO f * 
“nd , ‘ 


sy** > WA ote 


+ p ; . fie i Tt H* a 
rm y : ) »' gh y he 
e , a a | eae ee ie) © 
? : ; 5 ‘# t * 3 49 : 7 es 
=ft : : A y adi ee 


at 


7 


=. 


4 rg! ‘ < 


- 


provided thet eny excess of income over Losers end needed: reserves 
might be distributed among menbers £s patron’ ge dividends. 


‘ 


The Arkansas and Louisiana @s oeietions censrged & 4) menibershi 
and the Uteh association cherged a 36 membership fee. These fee 
were nonrecurring. 


ba] 


Insurence contrzct.- The assucictions in brkanséa 
wrote insurence up to a maximum of 60 percent of r 
appraised velue of the animal. The Viscissippi essocisti 
having accumuleted about 3140, 000 surplus, sisec its meximum covere. ge 
from 66-2/3 to 75 percent ‘apt appraised yalue. The Ytsh association 

did not issue @ policy of snsurence: Under sts replacement program 

4% was lieble for @ meximum of $150 per animel. Only 1 of the 9 clrims 
reid by the Uteh essocietion during the fisosl yeer ended August 31, 
1943 wes for the meximum amount. The averrge claim peida wes $5. 


loan 
(2) 
= | 
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Appraisals were made by 2 committee of 3 in which the Fos county super 
visor had an active marve later development was the establishment 

by the Arkansas and Mississippi associstions of meximum appraisec 
values‘ by ages and weight of apimels end the refusal to insure pnimels 
worth less than *50, ‘nis proce Jure contributed towerd the stendsraiza- 
tion of appreise 1s anc probably helped to elimin=.te over-insurence- 

Tt wes reclized thet the sefeguerd of Limiting insurence tc-2 percent 
age of appraised velue might be nullified in practice if copreissis 
were too high. 


The appraisal schedule of she Arkenses Asso getion provided thet 
horses anc mares olier than 10 yerrs and miles. over 12:yeers have 4 
maximum velue of $50. Animels over &ge 15 were net insurable é&S their 
maximum value wes set et less than 450, ~No dnsurence Ws written on 
replacements or new purch: ses of enimels cver 10 years of Ege. 


Under the schedule of the iississippl association, animols over cage 
14 were not insureble; and enimals over 4ge 12.-had the follewing | 
maximum values: Horses snd marcs, 3503; mudes, p00. 


In eddition to their snnuel policies, the essociations in Touisicna 

«nd Mississippi offered short-term policies which provided temporary 
insurence on work animals pought ¢s replacements. Relatively hecvy 

losses in transit, and losses from chipping fever after enireis 
reached their destinaticn, suggested & need for such insurance. 


Fetes.- #ithough the emount of insurence granted by the 3 associla— 
tions in the South wes based upon the eppraisal end could not exceed 
75:percent of thet figure in Mississippi of gO percent of it in 
Arkenses end Louisiane, the premium wes determined by applying the 
rate to the full anpraiscd value. The Premium re es, originally the 
same for ell kinds. end ages of animals insured, were 5. percent in 
Wississippi end 4.5 percent in irkensas end Louisiane. Usually the 
velue of an animal, and consequently the esmount of jnsurones grented 
as well as the premium collectec, decreases with cge. the experience 
of the associations showed, hovever, shat losses per “100 of insurence 
increesed progressively after about age 7. £11%0L the associations 


eventually geered their retes more closely to ege so r& to reflect the 
jncrerse in mortality rates thet is nesociated with increase in age of 
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nimeals. The rete for horses remained the same as for mules of the 
ne ege, although é Limited experience with horses indicetes that 
their mortality retes, ere higher at most eges than those for mules. 


The lpter rates of the Arkenszs essociation, #8 percentoge s of ep- 
praised velue, was 4.5 percent for animzls cged 1-7 veers 2nd 6 percent 
for snimels ege* €-15 yerrs inclusive. In Louisirna the premium rate 
wos 4.5 percent for animals aged 1-10 inclusive, end if the insurence 
on an enimal wes being renewei, the rete ineressed one-half of 1 per- 
cent for ezch year of age beyond 10 to and including age 20. # rate 

of 10 percent applied to animals eged 11 and upwerd if they hed not 
been previously insured by the association. The rate for animals ebove 


ege 20 wes a flet 10 percent of appraised velue. Although the Louisisna 


associztion hed set no maximum -ge on animils cccepteble for insurance, 
2 somexhet similer ef.ect wes accomplished by the high rotes 2t the 
older eges. ‘The Mississippi associstion cherged e premium of 4 percent 
of appraised value for cninals up to 6 years of age,,.5 percent for 
animals eged 7-9 years, end 7 percent for enimzls eged 10-14 inclusive. 
The rete on breeding stock ves 2 flet 5 percent of sppraised velue. 


As these rates sre eoplica to epprais.1 velues to cetermine the emount 
of premiums, they must be: ineressed by one-heif in the case of the 
Mississippi association, and by one-fcurth in the case of the arkansas 
ond Lewisicna associeticns te cbtrin rates 2s percenteges of the insur- 
ence covercge. 


The Utah essocietion chergcd eech member of ta Mbull_bloct.2 ites Et 

the beginning of each yeer deemed to be sufficient to pay cleims 

Curing the yerr without borrowing from its reserve fund. his replace 
ment fee wes originelly 4 but wes loter increased to 97,50 per 

member. 


Settlement of claims.— Upon the death of an insured animal its owner 
yes expected to notify the association imnedistely, _ In the case of 
the essocintions in the South the inspection of the carcass in connec- 
tion with proof ef cleim wes usucily mede by the FSi supervisor. As 
most of the afiime}s insured were mortecgei to Fos the proceeds of -. 
claims were usually paid jointly to thet egency cna to the omer, end 


-in such czses were actually epplicd towari the purchese of enother 


snimal. ‘The FSA attempted to reploce lost enimsls with younger end 
better work stock. gta Manes sige 


Conelusions.-. Membership of FSi clients in the livestock essocictions 
in Arkensas, Louisiana, snd Mississippi wes not at 311 compulsory, 
elthough some supervisors might suggest the inclusion of the insurence 
premium és a part of the FS: loen, perticularly if the lorn includec 


funds for the purchase of an enimel. adverse selectivity, or the 


tendency for gnsurence to be taken on the older and poorer animals, + 
could be reduced. by * requirement thet each loan application which 
includes funds for the purchase of an snimel be accompenied by an 
application for insurance. If even a few supervisors should take 

the position that the insursnce provided 6 means whereby olcer enimals 
might be over-insured end soon be repleced by better ones, thus cn- 
abling the supervisor to improve the finencial condition,of the client, 
the increase in the loss rate wes certain to be pronounced. 


* 


‘instances a verson interested in we insured snimal from 
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The esteblishment of maximum aporaised velues by 2 of the associetions, 
in accordance with age ani weight of animals, *6 2. step toward the 
eliminetion of over-insurence. However, enimels should be reconreised 
regulsrly by actual inspection. The appraised velue of animals insured 
by the associations declined at ebout 5 percent for each year of ege 
after sge 7. An enimal therefore couldfée cerried at its original 
egopraised velue or purchase price year after year without over-insur- 
ence developing. Furthermore, it might be desireble to incluce & 
clause in the insurance contract to the efiect thet en associetion hed 
the option of replecing 2 lost animal with one‘of equal value instesd 
of peying the.claim in cash. A perallel situction is thetapi one 

fir; insurance company which reserves the privilege of replecing 2 
building instead of peying the claim in cesh. “Such an option would 
eliminete some of the morel hazard to which the associ: tions would be 
subjected in 2 neriod of felling prices. | | 


aL 
oO 


The insurence wes of course intended te cover only unevcideble losses. 


Thethsr or not an insured nnimnl lives cut the yerr is depenient, 
however, to a substentiel degree on the kind of esre excrcised br the 
enimal's ommer. The cere end feeding of livestock, sheltcr, and the 
oreetics of having enimals examined anc trested regularly for pera 
sites and bed tceth ere therefore important perts of the insurence 
progrer. 


It would appeer thet veterinary cooperstives such -s those in Alabame, 
Florida, Georgia, and South Carolina might well be operated in connec— 
tion with the insurance program. Through such associations the serv- 
ices of veterinerians arz made eveileble at low cost. In South @folinr, 
for exemple, eech-member wes entitled, for a $1 fee, to take his 
snimels to sezscnel clinics for examineticn and treatment for minor 
injurics and ailments. «at these clinics members were elso instructed 
in the care of their 2nimals. Such a pregrem would render a valueble 
service to the essccigtions. In fact the reappraisal of enimels wight 
well be done st the same time. : 


Aside from the initiel grents mde to three cf the as ocistions, FSA 
gove no further direct asic tu the assceistions. It dic advence to 
them in behalf of berrowers, the required premiums enc membership’ fees 
in numerous inst:nces. The associetions elso relied to a considersble 
extent upon FSA supervisors for the appraisal end listing of enimals 
for insurance 2nd for the zdjustment of clains. In‘a great many 

the essociz— 
tion's stendpoint does not see it cither before or after a loss 


This working arrangement with FS. obviousl “enabled the associations 
oS Lo) 
A 
S: 
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to hold their operating expenses below whet they ctherwise would.be. 


It involved, cn the other hand, the possibility thet in some instances 


the insurance operations, elways of yaramcunt importance to the associa—- 
tions, might be pushed into the background by what may seem the more 


urgent phases of ‘the FSA program. = 


Thet the above arrangement hed worked feirly well wes evidenced. by 

the fect thet the associeticns had accumulated moderate reserves. A 
fair appraisal of ‘the Livestock: insurance program extends, however, 
beyond profit end loss figures. + Through the insurance the incidence 
of occasional losses, which otherwise would fall heevily upon the few, 
is spreed over the entire membership of an association. The insurence 
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extent by making it more certain that its 
loens will be repaid and thet its rchabilitation srogram will succeed. 
This type of egricultural insurance +s needed not only by fermers to 
whom FSA loans ere mede but by many others who, like FSA clients, find 


themselves greatly handicenped by the loss of cne or two work enimals. 


also protects FSA to some 


e 


£ 


Life Insurance for Borrowers* - 


sponsored by 2 farm organization, was 
orgenized in Colorado in April 1935, primarily to write insurence on 
the lives of members of the farm organization ana borrowers from the 
FSA. ‘AWE The company obtained @ loen from FSA to begin operations and 
by 1945 was licensed to operete in 9 States: Arkansas, Colorado, 
Minnescta, Montana, Nebrask ; 
At that date it operated un 


A life insurance company, 


=A 


a, North Dekote, Oregon, Texas, and Wyoming. 
jer fraternal benefit lews, on ¢ legal re- 
serve basis, and had 2pproxim: tely 19 million dollars of insurence in 
force, with policies avereging ekout 51,000. ee ch. Policies, including 
term insurance, might be obtrined for as little as 3500, znd insurance 
might be obtained on juvenile. as well as adult lives. Ebout 90 percent 
of the policyhclders were ferrers, most of them in tie middle and . 
lower-income groups. 


The eompeny fertured * Hdencsit fund" plen in connection vith those of 
its policies thet required s higher nremium then for ordincry Liste 
ay—life" end endow- 


insurence, ¢s for examole in connection with "20—pe 


ment policies. Under this plen, thet norticn of the oremium sbove the 

cost of the ordinary life nolicy is considered a savings deposit and 
is held in e separete secount from the reserve on the ordinsry lite 
policy. This fund may be withdrawn st any time by the policyholder 
without disturbing the uncerlying ordinary life insurence.: Its with- 
drewal is not consilered 2 loan 2nd no interest is charged on_the funds 

“withdrawn. Such withdrewal will cf course make the contract in effect 
on ordinary life policy without any Limited-pay-life or endowment fea— 
tures. The deposit fund jdez is clso used in connection ‘with a "term— 
to-ege-65" policy, for the purpose of providing 6 buriel fund 0249250 27. 
upon the expireticn of the term insurance at @ge 65; This complete 
segregation of the savings from the protective features of the insur- 
ence is intended to adc flexibility to the insured's sevings progrem. 


1 


Group life snsurence.— “Group life insurance was-mede eveileble to 
debtors ci the Ferm Security Aaministretion with: the incornoration, 


in April 1941, of a legel-reserve lif; insurance compeny unijer the 
insurance lews of the District of Columbia. 42/ The company wes or- 
genized by 5 other life companies to provide insurence in limited, 
-pmounts, at low cost, to farmers financed by HSA. ©Paid-in capitel 
‘of $100,000 and surplus of $75,000 wes supplies by these companies. 
The company's operations were’ confined to 


its cealings with FSA and 
company officials retéined their connections with the cerent compenies. 


ad t 


Ten-year term insurence wes off 
(1) to borrowers who eré ecquiring real: estete, 


ered to FS& borrowers unler 2 plrens 
with the privilege 
¥ 


of 


ad 


3  Prepered by Ralph~R, Botts, Bur. 

Z1/ National Union Security ‘.ssociation, 

Denver, Golorado. 
-42/' Washington Life Insure 


of Agr. Economics. 
3501 Fest, 46th Ivenue, 


nee Co., 1524 K St., WH, Washington, D.C. 
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renewal for.an additionel 10 vesrs, end (2) to rehebiliteation clients, 
“ithout the renewel privilege. #fter en insured ceascd to be cbligated 
to FSA his insurtnce continue’ enly dor the »ecriod for which premiums 
are et that time peid, and might not be renewec On December 31, 1943 
the company had 7,522,000 of l0O-ycar term insurence in force, #11 of 
wrich was reinsured with the p: rent companies. 


Veterinery Cooperstive associations , 


In meny locelities throughcut the United States, but perticulerly in 
the South, groups of small fsrmers organized cooperetive veterinsry 
Service associations. As-.of December 31, 1943 there were 195 associe— 
ticns under the supervision of the Ferm Security Administrstion. 43/ 
Of this number Region V had 141 end Region VI, 44. The remaining ones 
were divided among 5 other regions. Mcre then 27,900 farmers or sbout 
140 per essociaticn were active members. 


Generally the associetions a set up cn & county—-“ide besis and os 
Signed egreement was worked out with the county veterinsry society 
whereby the veterinarians tgenestee the stock (ususlly limite) tc moles, 
rorses, czttlé, and hogs) cither et regular intervzls on members! 

farms or et orgenizedc clinics, and gave voreventive treetment oor oe 
common disesses. &merzenct visits were mace if sn =nimal neecs special 
attention. 


Severel errangemnents Bere used for neying for the services rendcere:? 

by the veterinsriéns. me-ssscctirtiens hac » fixed amount for cone 

yerr's services. This net fee varied with jifferent associstio 

Then Some 2greements provided for payment on the basis cof a certezin 

fee per call. & typical veterinary cssccietion in Region VI wes one 

in Puleski' County, firkanses. ch member was eh: rgcd $1.50 ver’ male ~ ; 
or horse and $1.00 per cow. The funds were pooled end- checks written 

onthe pcol. .Region V used a uniform -greement ¢covsring all its 

veterinsry essocistions whzreby each farmer contributed 3.2.50 into 

the pocl for 2 yerr's service, and 31.00 for emergency medicines. 

The veterinarian wis paid one-twelfth of the tcts1 etch month irres- 

pective: of the amount of service rendered. ~The money wes hendled by = 
a bonded trustce. The same trustee, in most countics, ected for the 

Viecey suey pepe the medicel, 2ental, end sanitation prograns. 


The FSA hes eas decided upon any definite er uniform agr eement tc be 
usec in ell veterinary cooperative associstions. “The generel ettituce 
has been that ezch 2ssociftion could work cut its om egreements with 
the veterinarian. “In pert, this hes ‘peda the case Since mény of the 
associations were’ not overating: with the benefit of‘e direet Tom anc 
therefore close suvervisicn to protect Foa's fina ancisl interest wes 
not deemed necessary. ner Pera . 


The different agreements Bren up by various associctions generally 


provided for: An ennuél clinic inspecticn ‘ofcall enimels; vaccine— 


ticns for the vreventicn of lock-jaw or other contagicus diseeses : 
where deemed 2 Avisable; eliminetion.:nd prevention of intestinal 
perasites; office cells rnd ccnsultations; and medicines and surgery 
28 prescribed by the veterinerian. _ } 
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es 
The absence of objective end comprehensive study cf the wide variety 
of associetions that have been organized or assisted does not perrit 
eny generalization es to the success or failure of these associ” tions 
in the agoregete, as to, the most effective methods of organization 
and operetion, or as to their relotionshin ses the rehabilitetion of 
the aGtinreseal standard loen. borrower. sd 
ik besic question wes whether high-risk cr-dit is to be provided co- 
operative escociations, aiding low—income frrmers, just ss it is to 
individuals in order to achieve the economic end socicl gozls of reha- 
bilitation. If such cersdit is not to be provided, then the problem 
is how to get coonerztives to me:t the needs of farmers of the standard 
logn tyne and how to get such fa ESTE to partici pe :te in and use these 
associations where they will meet 2 reel need. 


Another guestion is whether Federel egencies are to be vermitted to 
aSSist or carry on exneriments to test out the comperative advantages 
f various forms of rehebiliteticn tools en} technicues in « different 
ituations where such tricls cp-err to run counter to: the gencrelly 

accepted institutions «n? the dominant sociel controls.. 
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CH: PTER 13 
HEALTH ee 


Soon after the rural rehebilité tion program started, poor health end 
physical disebility were recognized by Supervisors ¢s concomitents of _ 
econcmic failure. Leter physical examinations of rzpresentetive sroups 
of borrowers indiceted thet defects were widesprezd a serious (these . 
are summarized in Chan. 6). £11 cf the studies and physicel exemins- 
ticns confirmee whet was common knowledge to the county supervisors. 
Not infrecuentiy, fermers were found whe hed been going on LOD years 
with some p2rtielly disebling chronic condition. Ueny of these pecple 
hod hesitatei tc consult their physicicns, knowing tht they eculc not 
meet the charges for survices. Minor ailments hed often been uncered 
for until they became serious end often operating capital goods, - 
such 2s livestcck or ferm teols, hed te be suld et < sacrifice te pay 
for @ surgic?l operation or vrelongec hospital care. Because of its 
unvredictzble na ture fer the aaa! acute sickness cften unbalsncec 
a carefully developed plen charting n femily's course towerd eccnemic 
end social rehtbilitaticn. such sian crdinzrily were budgeted tc the 
lest doller and when emergencies erose were not flexible enough to 
sallow for added obligaticns. 


Three basic problems with resoect to health seemed to underie Lent 
familics! difficulties: (1) a lack of heplth personnel and facilitics, 
(2) 2 leck of ebility to pay for such meticcl services, end (3) leck 
of preventive services, preper nutrition, snd senitrtion. In certain 
States from 15 to 20. percent of the complete rehebilitetion failures 
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were attributed primarily to ill health. 1/ 


Out of such conditicns ceveloned the health progran. The mecicel, 
dental, and hesrital—ccre associaticns have been the mest striki ing 

spects of this program. The cbjective wes to make medical care avail 
able to all of the rehebiliteticn Sar a recciving finencial ane 
Supervisory assistance to lessen the impact of sickness by providing 
@ mechanism whereby the familics mi ight paneee a definite amount for 
médicsi services of the widest eeecinl b Scope. This wes suprlemented 
by cther health measures. The iive-at-home pregram to provides more 
énd better food end the ecucetionel efforts of the home menegemc ent. 
Supcrvisers to improve diets undeubtcal y helped te improve health, 
The envircnmental senitatien progrem tc insure & safe weter Sunes, 
to provite.nroper methods for the. disposal of human waste, and to get 
dwellines sereened to ecntrol tren asmission of disease by moé equitoes 
end flics ere also asoccts of the health program. 


Development of Policies for Mediecel end Dental Cre 
Ee SOP mice tt and Yental Gre 


Uncer the Feder2l eles inas He lie ef ACminis nistreticn.— The FER aioe 
authe rity- tothe Ste on : June eo. 1933 to to use Fecers 1 funds anorepri- 
ated! by the Federsl] Ene reeney Nelict act of.1933 for the ra eaene of 
medical attencance and meci en l supvlies for those families receiving 
relief, oy: Medical care in the home ss provided under the FER. regale- 
ticns includec bedside nursing cere, as an acjunct to medics] care, 

end emergency dental service for those femilies thet were receiving 
relief. Provisicns for the seyment cf hospitel biils or for general 
insti tutional care, however, hed’ to b- proviced through State or iccal 
funds. 


-4 uniform policy with regerl te the previsicns of melical, nursing 


end dental crre for indigent persons in their homes wos intend G ag 
the basis of egreement between the relief edinistretion und-the 


orzéenized medical, nursing, énd dental professions, Stete and/or 


AC Cals allie oo lacy te ‘dopted wre to recognize within level end eccnomic 
limitations the treaties pétient-professicnal relationships end to 
‘cbtein the same tyne of Service for an indigent as for a private 
petient but at lower cost. Agreements between the Strte anc/or locel 
relief edministretions of the FEEL and the orgsnized vrofessionsl 
groups cf physicians, nurses, and ientists oreviced for @ fee schedule 
covering the besic end Specici services that were to be furnished by 
the cifferent prufessicnal sroups. All authorizeticns for medical, 
nursing, and dental ere were issuec in writing by the lecsl relief 
offices. Conservaticn end maintenance ol the public health was roecog- 


nized ase primary function'ef Government. 


Under the FER. progrem imoroved health services vere mnéede available 
to rural families on relief, B/ Clinical facilities » including 
emergency ARS 1 care, were extended where oracticable eecrubiic wealth 


cecurity Administration Borrowers, revised, Mey 15,-1941,-12:p 
~ "Rule and kegulaticn No. 7", ifonthi Henort of the Federal Bnergencr 
Relief £dministreticn, Aug. De ew hs 3) ama) 7 


37 Josephine C. Brow "Rural Femilies on Relief Annals of the Americen 


Academ 


of Political and Scciel Ecience, 176:90-94, Nov. 1934. 
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units were strengthened, Active cempaigns were conducted to eradicate 
hockvorm snd maleria, to correct malnutrition, to detect and cere for 


ag Wage 1 


tuberculer suspects. Following the estzblishment in 1934 of the Rurel 
Rehabilitation Division within the FERi, a policy was sdopted of includ- 
ing cost of medical cere along with subsistence and capite] zoods pro- 
vide? unier the mrogrem. This was the first attempt to have relief 
recinients pay for medicel carc out of their ezmings. Genezelly, the 
same »olicy was earried on throughout the perioc when rehobilitetion 
wes under the FERA. 


Under the Resettlement Aiministretion.- In 1936, ebout a yesr after 
the organization of the Resettlement administrztion,. attention wes 
given to the esteblishment cf organized medical care progrems for needy 
farmers who were classified as active stenderd borrowers. By the time 
the RA issued its first annuel revort it was recdy to say tthe most 
urgent end perplexing problem confronting the Resettlement Administra-— 
tion is thet of providing adequate medical, dental, and hespital czre 
for fees the people ean efford to pay.” 4/ 


& group approach wes alresdy under wey one sm2ll sezle. ‘The Acminis-— 
trstion renorted: "It sppeers thet loans to indivicuels to rorticinete 
in health or medicel essocictions will also be much in Jemend." The 
program began to develon beccuse of the need for it, and a growing 
recognition of the principle of shering risks of sickness anc nooling 


economic resources in mezting the ccsts of medical. care. 


Medical care during this period wes limited principally to the treat- 
ment of emergency injuries and acute illness. Problems of physical 
defects and chronic disezse were yet to be solved; Little was kiowm 
sbout the extent of chronic conditions or how closely they were related 
to rehebilitation. The first plans were necesserily exnerimentel and 
differed widely in tyne of orgenization. Rether sharp criticism was 
received from organized mecicine on some phases of the nrogrem but muck 
of it was due to the character of some of the esrly program cevelop-— ig 


ments. 


Certoin basic vrinciples cf operation were followed in developing the 
orogrem. These incluce 4 free chcice of physicians, group preneyment, 
femily contributions besed cn averege incomes, anc voluntcry narticina— 
tion. A working agreement or unierstanding with the professicnal group 
was consicered prerequisite to the tevelopment of local mecical service 
plens, end all medical esnects bf the plsn were under the control of 
the ccunty medic?l society. 


Under the Form Securit Aoministrceticn.-— The seme basic principles 
were continue? un'er the FSi with the addition of~free choice cf 
hosnpitels end druggists rs the program became mcre inclusive. The 
tencency cf the vrogrem over the years wes to brosden the services 
srovided. There wes difficulty in defining the limits of the serv—- 
ice, but generally it was interpreted to cover acute illness or ecute 
“recurrences of chronic ecnditions thet interfered with the e2rning 
capacity of a borrover, endsngerec his life, or wes likely to develop 
into some rermanent handicap. Obstetriczl service wes included. 


First Annuel Report, Resettlement Administration, 


washington, D.C. 
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; Later with an increese in the amcunt of orenayment, grester liberality 
% in surgical work was possible and scone slens inclutcd limited hosvitel— 
ization and more crugs, enc seme offercd dental service. 


y Membership in health aasocietions for medical czre,has been restricted 
eee to Foe clients and to nerscns eligible to become FEA clients in all 
a but = few units throughout the country. Unier the vlens the entire 
family was entitled to service rethor than the heed of the femily alcne. 


Orgenizationel Levelovment cf Cooperative Health 
Associ: tions 


Aaministretive organization within the R&A end the FSA.- On Janurry 2, 
1936 a Public Health Secticn was established within the Resettlement 
administration. This unit wes headed by ¢ medical officer detriled 
from the United States Public Health Service. is the work continued 
at the nation#l level it wes in charge cf the Chief Medicel Officer, 

a member of the Administratcr's staff on detail from the U. Pu eo lelleie 
Health Service. &s of this iste, his functional responsibilities are 
*) to advise, assist, and report to the Acministrator with respect te 
ct policies anc nrocedures regercing hetlth, including medical cere, Cental 
: ecre, h-spitalizetion, nursing, ~hysicel rehebilitcticn, physical exam- 
inaticns, environmental sanitetion end health activities of the agency 
for families of rurcl reh2bilitstion an? term owmershin borrcewers, 
migratory aericulturel workers anc cecunmnts of resettlement type pre- 
jects. He coorerstes with the division cirectors and other agencics 
a to formulate, recommend anc cevelcp a brond pregream of health care for 
lov—<income farm femilies and fern leborers. ‘This 2lso includes the 
planning for enlistment, cooperation snd assistance of 41] public and 
orivete agencies engeged in heelth ectivities so as to obtain the nrover 
coordination between their health orcgrems and that of thé azency. 


oe 
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On the regicnal l:vel the program is in cherze of the health services 

, svecialist who ects to erry out the policies end procecures <5 

q om established on the naticnal level. Ee works closely with State end : 
b. - county medical societies in the development of local plans anc serves 

ee } to assist the county grouns in orgenizing for the onerztion ci their 

4 ylen. Besides the regional health services emecislist, there are 3 
regional medical officer, sanitery engineer, end dental officer who 
give technical assistance to the health services snecislist and the 
regionel director. There cre now n- specialists below the regional 
level, s11 work in the States, districts and counties being cerricd 
on by the reguler edministretive ond suvervisery personnel with the ae 
aid-of the regional specialist. nt cne time some of the regicns em- et 
ploy2c state health services specielists. 


During the first year of operaticn under the Resettlement #dministr: - 
tion, the heelth program devoted most of its attention to ejucating 
the steff on desirable standards of ~uolic heclth and senitation and 
en public heelth and medical neecs. aA few group hetlth essocieticns 
were formed by Resettlement clients, both rehabilitation ane nroject. 
Wuch of the first 2 years of opere jon of the milical-care progerem 


‘) wes of en experimentel neture directec toxerd the development of tynes , 
of orgenization anc methods of approach that were. to furnish 2 pattern - = 


..for. the type of service that wos to be renijered later. 
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Dentel programs followed soon in the wake of the medict] care—-progrems, 


their need having been cemonstreted through physics]: examinations. 
The first dental programs were of an emergency nature end followed.a a 
Ly pettern similar to the orgenizaticn of the medical—csre plans as it 
wes not then reelized thet there wes e difference in previding vientai ; 
cere #8 contrested to medicsl cfre. Dental service was orpsnized in 4 
combinsticn with medicsl crre end often wes renijzred on the advice of Fi 


the attending physician. Soon efter the initicl beginning it was 
Iotni more practicable to orgenize meny of the dental units cenzrete 
from the mediccl units. However, prepsyment, local organization, and 


voluntery particination remained common te both the medical an¢c dental- 
core procrans. | Ce 
Plans of orgenizaticn of locel dental vrozrems differed considersbly f 
Since lect] dental sociztizs were gencrally left the responsibility ' 

t 


for working out details with representatives of the agency. Later 
‘ the trend has been towerd working out agreements with the Stete Council 
on Deritr1l Heelth (or its equivelent), thus greeter uniformity in plans 
may be expected. #ven citer several yesrs experience, however, and 
beceuse of the nxturé of the problem, the program has remeined largely 
of an em:rgency chartcter. she The chicf emphssis has been on the 
er: dicetion of Sources-cf infecticn. 


In acditicn to the heslth orograms for fermsre being rehebiliteted 

"in place" or for families in resettlement projects, there hts been | 

& program for migrant egriculturel families. Many thousends of migrant 

farm families who sought work in the verious harvests in the Pacific 

and Atlantic coest States could not vey for medicel attention nor 

a could they get it through relicf agencies. In 1936, the RA began 

: helping the States to meet some of the most urgent heelth and housing Bc 

problems created by this wave oi migration. Temnorary shelters, 
permanent cemps, and senitrry facilities were provided. Within exch 
cf the permanent lebor camps a herlth center wes set up with a public— 
heelth nurse in’ charge. &£ mobile clinic with a nurse in cherzc wes 
essigned to each of the larger mcbile camps ena State health devartments 
assisted in providing ivranizetions end in conducting preventive ectiv— 
ities, 


In the spring of 1938, the Agricultural workers Heclth ond Mecicenl = 
Association was estcblished “in C+lifomie to (1) decl° immecistely with 
the scute emergency ord (2) lry the foundstion for * permcnent rursl- 
health progrem.. This wes - nonprofit erganiz*ticon which the micrants 
could join zs members. It was subsidized by crents from the FSA end 

wes edministered by 2 board of dirccters on which were represented the 
Coliformia State Heelth Denortment, the St-te Mecdicel association, the 
Stete Dentsl Associztion, and the rearm Security Administration. Throu 
cgreements between the. rssscicticn *nd the verious professional groups 
in Celiforie end Arizona, migrent. families could obtsin necessary 

medicel cere, hospitelization, limited dental csre, end prescribed or 
Similer medicel—cere ccrnorsticns were lster orgenized in four cther 


Beet ies eress, (1) the Pacific Ncrthvest, (2) the itio Grende Velley in Tex2s, 
: (3) Florida, end (4) the itlentic Seaboard States including North 


Margerst Lentis, M. R. Hanger, end Philip w. Woods, fhe Ferm 
7 biministraticn Dental Program:of Rendolph County, Ge., Bur. 
onomics. . . 


eas 


caroline, Tennessee, Virginis, Maryland, New Jersey, Delaviare, New 
York,’ anc Connecticut. In July 1943 tke ferm—leber progrem wes taken 
over "by the War Food peminisLretsens 
‘ Organization of groups of berrowers.— Following the first years of 
experiments] Cevelonment of £ limitec number cf medical. crre units 
throughout the ccuntry to provide rehabilitation ferilies with medical 
aid, the vrozrem grew repidly until 1942 when the lereest nunber of 
active mecicsl and dentel czre units were reported. At that time 7&7 
mecicel and 221 dente1 units weré in active operation in 4] Stetes. 
(tzble 13). Families then rarticip-ting in the medicel associztions 
numbered 109,029 end 33,045 families were covered by separate dente 
progrems. Most of the femilics were rurzl rehabilitation borrowers 
but femilies in other FSi cetegories were elsc included, such 7s tenent 
purchese end resettlement sroject families. In 1939, 113,718 farilies Be 
belonge? ts medicrl groups, representing the peck in membership for 
aa this type of associotion. Pert cf this large number was ac-cunted for 
*y ‘by the lergse memberships in the North and South Dekcte Statewide 
3] : plans which represented more than one-helf ef the total nr ticnel 
membershin. 


The ezrliest ani most xrepid zrowth in terms of numbers cf éssccia— 
tions tock place in Hesions V, Vi and VII (t-bles 62 end 63, 
.opendix). During the 1942 seak year cf activity, the four. southern 
Regicns had 65 sercent cf all the active medical associzticns anc &8 
nercent cf the jental asseciations. The decline in numbers of medical 
_end dentel groups from 1942 to 1943 my be attributed princivelly to 
three factors, (1) loss cf prcefessichal medicz1 versommel in the rural 
a) are2s through inductions inte the ermed services, (2) * reduction in 
number of femilies on the rurel rehcbilitation vrogrem, and (3) an 
increase in frrm income which mde many farmers inclined to take the 
risk of medical expenses individually. ‘Some groups were mcdified to 
compensate for the reduction in aveileble medicel facilities. 


Table 13.- Number of active medical ond dental care plans 
and number of families participating és of 


Se es mb 907-19 36-1945" 1/ 
' Fiscel year Medicel care oa, Dentel care 
: - Units : emilies : Units : Families 
1936 x aH — a 
1937 142% 3 a a3 
1938 203% 3H 7 sot 
1939 396 213.716 32 st 
1940 516 053: 67 8,893 
1941 703 104, 224 159 23, 450 
1942 37 . 109,029 suae5.221 33, 045 
1943 763 90,111 208 27,443 
1944 592 54, 546 195 16, 529 
1945 me 469 33,962 186 Ae Lee oe 


3/7 Source:: Annual reports cf chief medic:1 officer, Fos, for dune 30, 


1941-44 and FSh for 1945. Region XIII ineluded. Medical care plan 
a shasta’ those also offering other..tynes of service than physicien nna 
ay. zeon: Dentel care plans include ply that service. . 
i atounties rath=r than units. ; Bs 
oy No data available. | Pigs 
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Available deta for 1941 show thet the medicel and dental associations 

averaged 128 and 112 femilies, respectively. In 1943 the average for 
y the tivo types combined was 119 families. 6/ This indicates thet little 

change had taken place in the average number of families belonging to 

sssociations. -[t may, be considered as a dittle high inasmuch as the 

Gistrict and State Associations tended to bias the average upward. 

Operation of Medics] and Dental—Care Gooperstives 

The basic principles upon which the medical—care plans were developed 

have deviated but little from the following principles laid dovn in 

the beginning: : 


"]. Free choice of physician. The generel policy iS to: 
develop no medical service plans in a State until a 
basic working agreement has been reeched with the State 
medicel association, Their county or district plans ee 
are-org: nized in collaboretion with local medical “ae 
societies. The plens provide for medical society 
supervision ovr medierl esnests of the progren. 
Enrolled borrowers hive Iree choice of vchysician from 
among those participating, usually from among all 
legelly qualifi-d physicians in the area. There is 
no interference with the n=rsonal reletionship between 
physicians and patient. 


"2, Group prepayment. Family participation dues are paid 
in eavenc2 on en annual basis. Borrowers are often 
assisted in making such payments, ordinarily through , 
loans. The funds deposited by each family ere pieced 
in a pooled or common fund in the hends of a bonded 
tregsurer or trustee, and from monthly or qusrterly 
allotments of this fund psyments are meade to physicians, 
hospitels end druggists. 


"3, Family contributions besed on everege income. Perticipa-— © 
tion rates ere in general commensurate with everage incomes 
of SA borrowers in the areé. The rates for 2 particular 
plan depend on the services covered and often upon thé ~cstabgicce 
size of family 2s well ag upon everege income. when @ ? 
given rate is beyond the ability of a-famiy or @ ¢roup . 
of families to pey, an efiort is mode to bese the family 
contribution on its ability to pay end some provision is 
made for supplementing the amount to the extent necesséry. - 


"Z. Voluntery narticinstion. The borrowers ere never 
compelied to perticimate. . The local plan is present to 
them; whether or not they become members is entirely 


for their decision. But in most cascs economic necessity 
" Gtself is a compulsion—-." 7/ 


67 Farm Security. Rdministration, Monthly FSA a 

Rept. no. 1, Dec. 31, 1943, table 6 A. - 

Low Tf Farm Security sdministretion, Office of the thief Mediccl Officer, 
fe Annual Report, fiseal year 1940-41, Washington, Dy C., P- 16352 
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ty Medicel fssocietions.— Vorking 
standings with each Stet= medicel association ere 
9 considered a prerequisite to tne development of loc2#l medical service 
plens. Under the general terms of tne Stete egreement; the local plens 
ere vorked out with the county medicel societizs. Details are usually 
worked out with representetives of local physicians, hospitel boards, 


end pharmacists and vary considerably in eecordence with local needs. 
In general, all physicians and dentists who ere duly licensed in, /and 
residents of, a given Stete ere eligible to participete in en FSA pro— 
gram iit they wish. . 
% 

Membership eligibility.- Most plans provide that only persons *ho 
2re clients or versons eligible to become clients ere eligible to 
membershinv. The vlans were set up to serve low-income, medicsily needy 
ferm veople. Tne generally accepted ides is thrt rehsbilitetion borrowers 
constitute the low-income group end that many of them ere in need of 

XN medical care. Generally the whole fe:ily is entitled to Service, 

\ rether then the he2d of the femily only. The york "“femily" in most 

2 cases is construed to include 211 of the individuals in the imnrediate 
family of the heed, and other persons of the household who cre dependent 
upon the heed for support. Ina fov; cases locel physiciens have re- 
quested end neve obtained zdmission to membership for, low-income ferm 
femilies who were not rehcbilitction borrowers, This wes true chiefly 
in Utah and Montana. In some ceses prov.sion is mcGe to continue paid- 
up borrowers in membership, #5 in thé unit at Pierre, &. D. About 99 
percent of the total membership in 21] the units, however, are clients 
of the FSA. 


a 
A 


a 
Form of Organization.— Two fairly distinct forms of organization have 
been used in setting up medical erre units. g/ 


1, Trusteeship. = .In 2 simple trusteeship there is no definite 
organization which the families join ss. members, although 
there m2y be an elected or selected "Nadvisory committee" 
or "governing body" of borrowers reoresenting their inter- 
ests. The borrowers sign particips tion agreements designat— 
ing someone as trustee to represent their interest snd to : 
administer the medical czre fund. The trustee is usually 
a “neutral” persun who is neitlcr 2 borrower, ¢ nhysicien, 
nor en FSA representative. About 65 percent of nedical 
care units in 194] were of the trustee type. 


2. Health Associstions. Where heolth associztions of borrowers 
heave been organized, they are ordinerily informal, wunincor— 
porated associztions. ‘the board of direcstorg ere elected 
by the members 2% countv—ide or neighborhood meetings. 

In certein States there ere FSA representrtives on these 

boerds. The medical care funds sre edministered either 

by the treesurer of the associetion who my cs 2 rule be 

2 nonmember, or by a trustce approved by the board, the 
medical society end FSA representatives. Lssocietions con- 

stituted 35 percent of the medierl cre units.in 1941. 
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Georrephic scope.— About nine-tenths of the medictl cere units in 
operetion are limited geogrephicaliy to one county ezch and most of 
the remeinder to two counties eech. Two of the lnrge district plans 
in New Jersey and in Vermont. are Stetewide. : Other large jiistrict 
units erc in southwest Kensas, in Montene, and in South Dekote. 
Almost ell dentel care plans where operated independently of medical 
core plans sre on ¢ county wide besiS. 

District plans in the medical care program have been considered 
perticulsrly essential in the cese of 2 small scattered caseload. 
However, certain edvantages hzve been found even in districts xith 
substentiel caseloads.’ The larger unit permits broedening the insur— 
ence bese and simolifies the task of negotiating with professional - 
groups thet frequently are organized on a district basis. . The larger 
unit cermits more efficient business <dministreticn end the bro< der. 
bese is considered more necess:ry for the satisfectory pug dling of 
hospitelization and bills for surgical cere. -One variztion of the 
district plan is found in Montena where mediczl-czre ia ere. on A 
county basis but an over—sll district essocistion deals with the 
physicians on a district basis. This tyve of organization combines 
the efficiency of 4 district org¢nizetion while FOS tee Bs the dzvelop-— 
ment of locsl initiative end local resnonsibility. 


the medicsl cere provided to femilies w:s necessarily limited to .thet | 
care essentigl to the treatment of ecute illmess, though so fear as. 
possible provision wzs elso made for the Sorrection of chronic defects 
thet ares retarding f-ctor in rehabil ae tion. “In general, “the 
emphesis in developing the medical-cere program has been to mke it 
cover the widest possible scope of services thet con be offered, : 
\ that is, physiciens' cere, surzeons' care, hospitehization, drugs, 
end dental care. Certain differences have been found .in ihe over-— 
all offering of the plens from region to region owing to the eveil- 
ebility of services for the medically Pe oipeat outside of the FSA. 
For. example, free or low-cost hospitalizc tion end surgicel caré rre 
availcble to medicrlly indigent femilies, including most FSA borrowers, 
in certain Stetes such fs -Pennsylvenie, North Canoe Ses Mississippi, 
\ and Louisiens. S% 


aE Scope of services offered.—- During the esrly yeers of the progrém, 
=) | 

j 

| 


Of the families enrolled in medical crre programs et the end of the 
fiscel year 1942, 99 percent were entitled to physicisns' crre, 64 
percent to surgeons! cere, 56 percent to hospitalization, 42 to drugs 
end 14 percent to dentel care. 9/ é 
Physicians! services gencrzlly include those services ordinerily 
rendered by © genersl prectitioner, th-t is, office, home end obstet— 
riezl care. Surzeohs' services in most units relete mainly to m jor 
surgicel services rendered hospitelized petients end usuzily «re cases 
of en acute or emergency neture. In some units this service also 
includes the czre of other specialists or even of generel prectitioners 
a sessile in the case of hospitclized peticnts. 
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Costs of service to members. In the beginring of the medical erre | 


aris ees 


Hospital service refers generelly to werd etre and the benefits 
ordinarily include such services 2s the use of opereting room, @naes— 
thetics, X-ray, nursing, end certsin drugs. Often = limitetion is 
Set on the number of deys of cere provided in a given cf#se or pro- 
vided for an individual or 3 femily on an annuel besis. Thus, in the 
unit at Pierre, S. D. 2 limit of 15 deys "in eny one illness" w- 5 
set. The egrzement between the Bevis Hospital, Pine Bluff, Ark. snd 
the FSA allows 20 days care 2 year. 


Drugs listed as incluied in the Serviccs offered in a given unit 
genereliv imply that some definite provision has been mede for furnish— 
ing ordinery medicine usueily including prescribed drugs... In’most 
units, such drugs as the physicians themselves ordinarily dis 
ere included in the benefits even though drugs mey not be listed among 
the services... 


Dental crre orcinérily refers to very dimited emergency dentel cone, 
usually extractions to relieve prin or to ersdiceté infection. = More 
recently, however, mony dentrz1 pregrens hove been offering services 
renging from extractions on the rocommendétion of © physician to 
complete dentsl ecre including dentures. The more compiete service 
is given in those dentsl progroms which operate independently o2 the 
mecicel-esré progrem. The office of the Chief Medicsi Officer h-s 
estimeted that 80 percent of the service furnished by local deitists 
to memb:r femilies consisted of extrection. 


Most medicsl-czre units provide limitetions in the services orovided 
hospitalized ceses of chronic illness and pre-existing conditions. 

Some plans for generel-practitioner csre include a limitation of only 
one office or home ell per week in the czse of chronic illness. 

But the trend hes teen toward liberslizing the services essentiel to 
the trestment of chronic or pre-existing conditions thet may constitute 
a hazard to the health of the individucl or méy hinder rehsbilitation. 
The program in Montzne ineludes "2]] reasonabie medicsl end surgice 
Services" and the Csalifomin progrem includes the czre of eény chronic 
conditions found in children under 18 yecrs of zage. 


progrem fees ren from 314 to 620 ennuzily per family. . Possibly fees 
were so low because 211 of the financing was on < grent or loen basis, 
with the RA supplying the money. Since then these crounts have Been 
incressed some as services h-ve been exp:nded. For exemple, in Region © 
VII, the rates renge from 327 to 557 per family. In the Pierre district 
Medical Aid. Society the rate is 523 per formily and it pays for 
emergency service by gencral prectitioners, Speciaiists, «nd dentists, 
hospitalization up to 15 d-ys, drugs snd home nursing. In Yell County, 
Ark. the basic ennual rete per feomily-is $10, with en acditional $1 

for etch member of the family up to eight persons. These prepoyments 
cover general practitionerst csre st the office or in the home of the 
pétient. In this county a basic r-te of $2.50 per fémily plus 50 
cents for eech edditional member is charged tc cover emérgency serv— 
ice under the dental plen. io ere 


Annual prepeyment is universal. The rates che rged are determined, . 


_ locally according to the type of progrem, the. services offered, end. 


the financial ability of the borrowers. In some groups there is a 
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flet charge per fremily; in others, 2 sliding scsle according to size 
of family is used. Generally the rates in the Southern regicns for 
comparable services zre lower then those in the Northem or western 
regions, in some ceses being only one-helf as much. When determined 
as @ percent:ge of the everege ennuzl net income 10/ of FSA borrowers, 
the annu2l prepayment in 1941 ranged from 1.6 percent for physicians! 
service only to 6.7 percent for physiciens', hospital end dentsl serv- 
ices. 

Virtuglly 211 membership rotes cre determined locelly by regionzl, 
State, and local FSA personnel in conference with the physiciens con— 
cerned. OQut of the varicty of rotes established: for verious combina— 
tions of services in widely scezttered localitics, @ certzin degree of 
uniformity has becn me int2ined. between retes end service on the one 
hand, and, on the other, aver ge femily incomes in given Strtes. 


Methods of prying oro fessional groups rendering Service. Considerable 


=e oa er ee —_— 


verietion h's been Sxperienced in the m-tter of distributing funis to 
the medicr1 practitioners who render services: but certein icavures are 
cheraetsristic of the progr. Fees or rrtes to be ch: rged ére sct 
by the professions] groups end the review end auditing Of bDiJisele 
hendled by com ittces representing the groups rendering the services. 
Ordinzrily the 2nnucl pool of funds deposited by menb-rs for doctors 
is divided into eguel monthly smounts. The bills submitted for a 
given month 7re then prorated against thet month's sllotment and paid 
an full af the ellotment: 2s sufficient. Any surpluses et the end of 
the yeor <re pror: ted against unp2zid balances of doctors' bills and 
then, by agreement, bills “re written off ss paid in full. 


Severnl variations of the sllotment plan heve been used. _ Some of these 
sre 2s follows: (1) One fund nay be used for office, home, snd obstet— 
ricel core, end another for surgical or other specislist esre3 (2) one 
fund may be used for ell physicicns' services, including surgical care; 
(3) allotments end payments msy be on ¢ querterly rether then a monthly 
persis; (4) lerger-gllotments my be provided for the winter months; 

(5) surpluses may be distributed to increzs -llotments for remainder 
of the yecr or for the winter months; or, (6) peyments made throughout 
the -yerr may be limited to 50 percent peyment on epproved bills end the - 


surplus funds distributed *t the end of the year. 


In some medical—czre units, the capitztion basis of paying physiciens 


is used, thet is, & physician is paid on the besis of the number of 


families selecting him rather then on the bssis of the amount or type 
of service rendered each month. ee 


Hospitel bills have been peid in various weys: (1) Through a separate 
pooled’ fund, with hespitels egreeing to-aecept partial peyment if 
necessery; (2)- through a fund combined with surgicel-cere cllotment 
with ‘bills being paid from the seme fund for both hospitelization and 
surgicel cere; (3) by having, all funds for a month pooled in @ single 
allotment, with hospitel bills within certain limits being handled as 
preferred charges paid in full before further distritution of the 


To7. Includes velue of products such 2s food and fuel produced on the 


farm for home consumption.:. . ata, 8 i ee 
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ellotment; (4) by heving all funds in one allotment, with hosnit-ls 
accepting the same pro rete: eee oe in bills es the other professionel 


groups; or (5) by heaving the whole metter of 


1 neyments to hospitals 
handled by an existing groun-hospi ren ne nlé 


Le 


Dental-care bills under the separate dentel program and which were ™ 
paid on a fee for service or on a capitz:tion basis were usually handled 
under the pre-payment end nooled-fund principles es in the cease of the 
medical-care program, The individual plen involvei the familys! making 
arrengements with the dentist for needed dental work and then borrowing 
from the FSA the necessary amount for this service. In the per-hour 
plan the dentist is paid a fixed rate per hour regardless of the type 
of work done. 


Faymeit for drugs also involved severel diifering proc edures: (1) 
Having @ pooled fund combined with generel practitioner-—care fund with 
the druggists teking the same nro rate reduction, if necessery, és 

the physicians, or with druggists gucranteed 2 certain minimum "cost 
plus" payment; (2) having physicians include cherges for prescrintions 
in their bills and msking their ovwm arrangements with the drugzists; 
(3) meking drug bills preferred cherges, peid. in full before physicicns 
are paid; (4) heving seperate pooled fund from which full or partisi 


“ peyment of drug bills is made. 


Experience with the psymeht of bills during the fiscal year 1940-41 
showed thet the anvroved bills usuelly exceeded the funds availeble 


-for distribution. Dring thet veer end on the averege, units ofierin 
‘S > ’ 


physicians! service alone or & combination of verious services pzid 
the following fractions of epproved charges: Fhysiciens and surgeons, 
61 percent (with a range by regions from 54 to 74 percent); hospitals, 
7 percent (47 percent to 96 vercent); druggists, 79 percent (50 per- 
cent to 100 percent): 2nd dentists, G9 percent (72 perccnt to 98 per-— 
cent), 11/ Units offering only dental services pzid an eavcrage of 

§3 percent. If allowences were made for the scaling down of apnroved 
charges, the. percenteges would have been lower, how much is not knovn, 
Since the extent cf cutting is nct known. But experience hes shown 
thet. total collections como:re fevorably with those of errlier years 
before the group progrem wes begun. 


Reston to the eater iiieti on agency. In eny consideration of the 


-medical—cere program cognizence needs re be taken of the relationship 


OT.thet program to the rehebilitation agency. For 2t least two-thirds 


of the families perticip: ting, the growth of the progrsm wes stimul<ted 


largely Ly Federal personnel; that is, the program was not @ spontaneous 
outgrowth of the families own initictive, but rather it was an answer 

to a need which the R&A discovered in its ecrly rehsbilitation efforts. 
Aside from any humenitzrian purposes that it hed, it found as a lending 
agency that ea family in good heslth is s better credit risk than ont 

in poor health. Most frequéntly the creation of nev medicel-—care units 
has been the result of «gency personnel tzking the lead in setting up) 
financial mechinery snd in negotieting with Stete and county professional 
groups for developing the necess:ry health service. 


Management of the medicel—care groups under-the trusteeship form of 
prgenize tion generelly indicetss that there is no definite orgénization 
, NN < 
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which the families join:2s members, =1though there mey be'an elected 
or selected “advisory comrittee" or “governing body" of ‘borrowers 
representing their interests. All of the mediccl cepects ot: the 
plen, of course, rre uncer the control of the county medics1 society 
and #11 bills = [re cudited end ep.oroved by a medicel review committee 
before they rre Se by the trustee. | 


ya 


Greeter nae en in the ectivities of the orgenizstion ere 

enjoyed by families who sre members of health essociations then by 

those peloncine to the trusteeshin type of orgenizztion.:’ The essocia-— 
“tions are ordinerily informe] v unincorporsted groups. Boards of directors 
ere elected by the members. .In some Stetes FSA representatives serve 
on these boards. The funds -re ordinarily hsndled by a treasurer of 
the association xho is usuea lly € nonmember, or they cre handled by 

a trustee approved by the bocrd, the medicel soci: aty, end PSA rerres 
etive, 


ent— 


Wherever FSA ores cennot afford to pay for nerticip: tion in the 
group health plans, lorns sre meds to cover pzrt or all of the prepzy— 
.ments. while yrants were i ees much of the financing of the her lth 

progrem especially in the drought sres-w-s through grents limited to 
50 per year per family. SER Sets groups org*nized 7s trusteeships 
or associations ordinsrily were financed by individuel membership con- 
tributions. 4s of June 30, 1942, about one-fifth of 211 the medical, 
dental, and hospit- lize tion groups were financed by loens.. Direct 
loans to groups were mede principzlly in the Great Plzins, Great Lakes, 
Southwesterm and Western Regions. Except for Region ¥ iT) the Southern 
groups are of the trustee type. 


» 


$i: _ Results of the Medics] end Dentel-Gre Progrem 


Coverage of eligible families.— .As units are not organized in two- 
thirds of the. counties, many rehebilitetion familics hrve hed no 
opportunity to join a health association of any kind. Probsebly less 
than one-third of the standerd-losn fsmilics heve wages ee in Page 
cooperetive health éssocietions and groups. 


Q 


During the fiscel year 1940-41, 63 ver ee ol the rurel ts bilita- 
tion borrowers in the 8&1 counties in which medic: 1 erre units were 
_established. were perticipants. 12 /; The percentege of enrollment was 
more then 60 percent in only two of the Regions’and tinder 50 percent 
in four of the eleven Hegitns with -ctive units 3) &S shown by the 
,following tabuletion: 2 


“Percent RR Families 


Enrolled in - 
Counties with ° 


Percent RR Families 


Fnrolled in 
Counties with 


Hogion Medical Care Units Medical Care Units 
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>> The fectors underlying the differences in psrticinetion of fenilies 
: in medical units from region to region sppecr to stem fror four sources. 

First, some oi the ISA personnel h-d uot assumed the proper responsi— 
bility for developing end maintaining the program — cither they 
lacked @a-thorough understanding of the progrem or they did not 
consider it to be sn integral part of the rehabilitation effort. 
Moreover, many families hed # subconscious feeling thet they were not 
a part of the plen and thet they were not sufficiently represented 
during the development and operating stages of the wnit snd therefore 
did not participste. Often many vhysiciens lacked understanding of 
the objectives of the program cs well as of those of the rehabilita— 
tion progrem and made it difficult for families to perticivete. Then 
regional office «dministretive procedures were not elweyvs specific 
enough in tying the mediccl-cere progrem to rehsbilitation ectivitics. 


b Thet not 11 eligible rehnbilitetion femilies perticinete even where 
provision is mede for services is just 2s true’ cf the dental-c-re 
groups. During 1940-41, only 59 percent of the rurel rehabilitetion 
Lonilies held merbs rship in the dental-care groups in the 167 counties 

n which such groups were organized. 43/5 The vzrintion by regions was 
as follows: 14/ 


Percent of Ri Femilies Mrolled 


Region in Counties ache Dentz1 Cere Units ; 
II 14 : 
> III : 19 | 
V &0 
VI 7 ms 38 
Tk 32 : 
XiL “5 . 


Group health activities later concentrated mainly in the South and 
South Centre1 hegions end to < somewhat lesser extent in other creas 
outside the Leke States and Corn Belt (see fig. 10, 11, and 12), 

They appear least frequently in the Northern arezs of the’ United 

ovates. Their distribution mey be attributed in part to the large 

number of rural rehabilitation borrowers in the chronically poor 
-arees and to more generel acceptrnce of the health progr-m in those 
areas by the professional groups. Accept-nee in thoss areas too is 
stimulated by the otherwise general l-ck cf gdequate medicsl fscilities : 
‘due mainly to the general’ inability ‘of people to support them. 


Erfect on health of families. Information on the effect of the 
medical-care program on the eit ‘of the rural rehabilitatim 
borrowers is still too incomplete to vermit any gener2l conclusicns. 
Thet the general health—imp srovement progrom through better jiets is 
taking effect is indicrte4 by rhysical examinetions. Blood tests made 
of 2,659 persons aged 10 veers or over from 843 FSA families in 
Seven.counties in southeastern Misscuri shcwed 43.7 percent of the 
persons with less then 80 vercent hemozlobin, indicating definite 


13/ ibid, p. 151. 
14/ Tata not available for * Region al which did have dentel care units. 


“ 


ae ie * ee Do aa ‘ 


27. 


) = ies 


| ’ t * aa eerie am =.) AV EP LE 
| . ee birt 5 Pia G17 re ni cad 
a-viey (ees 2 el wee J ae 


: vit yl eee Tw Te ne ofan 4%, eat 
neem olla! bar Oy ee om SLY 
ix, nk teh juny 2% Ge tise 5m 
oi é sakaegh fie HEU ae, Ae 

eo Srl 1p ae phir . ch ata 


aoe 2 


Secondary anemia — 2 condition arising from malnutrition. 15/ When 
these persons were classified es to the length of time on the FSA 
program, it wes found "although the percent hemoglcbin did not improve 


-in proportion to the. lensth of time on the progrem the condition wes 


Significantly improved efter the first six months. Among Negroes, 
however, the hemoglobin condition improved steadily as the length of 
tlae spent an the FSA program increased... In view of the stress 
plecec upon nutrition end health by the F&A, the improvement is 
understandable." ‘ 


The study does not indicete if any of this number of persons belonged 


-to medical—core groups et thet time. Therefore, the indicated improve— 


ment in condition of the persons exemined cannot be attributed to the 
work of a particular medical-ceare group, but only to FSA's stressing 
the: importance of good herlth. : ge 

Poorer rurel families heve been observed,to be leaming to use the 
medics] ‘services thet FSs 2nd local doctors have provided them. They 
heve learned from these experiences how to take better eare of them- 


“Selves. Many heave had. regular medicel service for the first time. 


ill heve a feeling of protection bee.use they ecn be prompt. ebout 
teking cere of illness, sometimes avoiding. serious effects or costly 
treatment. 


Relation to rehebilitetion prorress.— While most rehabilitation 
borrowers ere repaying their loens end becoming self-supporting, it 

has been eviient from the early days of the rehabilitetion program 

that other families with ecual opportunities were making slov progress. 
Poor health was found to be one of the primary factors which keep many 

of these families from becoming self-supporting. For example, in 
Michigan 18 percent of 305 femiliss thet were Croppéd from the reha- 
bilitation program in one yeer failed because of ill health. 16/ Surveys 
in many parts of the country are reported as showing thet the benefits 

of the program were being dreined off in meny cases by the effects of 

bed health. Merny families would not call a doctor beccuse they could 

not pey the bill. One survey of 43,000 families in Texas and Oklshomea gt 
showed 16,000 cases cf serious illness among the. families during the 
year. 17/ One out of three births hed not been attended by ¢ physician. 
Unquestionably such conditicns as these retarded the rehabilitation 
effort. It is not possible to stete the specific positive contribution 
made by the heelth sessociations to the rehabilitation of members but 


a 


‘it seems a fair juigment thet without such heslth services a consicersble 


number of the rehebilitetion borrowers would be in a worse position, 
economically and physically, than they now are, 


Life cycle of individual associations.— As of June 30, 1944, a total 
of 1,241 health cssocietions had been established. 18/ Of thst number 


157 Lively, C. &., The Physice] status and Health of Farm Security ~ 
Clients in Southeast Missouri, Prelimine ieport No. 1, Results of 
blood tests hemoglobin, University of Missouri, Columbia, 9° pp. Apr. 1942. 


16/" Farm Security Administration, Physical Stetus of Farm Sccurity 


Borrowers as Indicated by Preliminery Studies of Kxaminstions Conducted 


in Typical Counties, 12 pp. Weshington, D. o..1941, p. 3. 
Lif lbids pias, ae | | is 


1s/ Farm Security Administreticn, Monthly report of FSA-activities “FSA 
Rept. No. 1, table 6-A es of June 20, 1944. Included tre 27 medic2l-care 
ts on, projects whose classificatign with respect to the numbers active 


und n 
and inactive‘wes not reported Separately. 
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Type of Unit: * Total Established Percent active 
Mecical care only. 530 ei Do 
Dentéel cere only 190 : E3 
Combinaticn medical and cental 70 . 87 

‘Hospital only 61 95 
Combination hospital and 

medical 390 : | wat 

Total, 211 types ahr Aal é8 


For the 1941 fiscal year, @ percent cf the medicel mits ective et the 


groups increased from'12 units to 45 wits. ‘ 


10/sinngal Report, fiseel year July Ls 1940—Jane SO POGL ep 19. 


Oye Ss 


849 or 68 percent of all types of units still were when 
cetermined on the basis of the different types cf units the following 
percentages were found to be active: 


'Feilures" emong "medical—care only" units.were hizher than those 

in any other type. The fect that this type wes the first bersun and 
therefore was subject to greater experimentation and resultant losses 
han were the other types no coubt eccounts in pert for this. 


But, in edition, physiciens have left the rural ereas in large number 
to go into military service. Units have necessariiy been termineted 
because cf sheer lack of. availeble physicians in given erees. Defense 
activities also accentueted an existing problem reletive to the Shortage 
of physicians end the long distances which the few remaining doctors 

in many arees heve to trevel to mike hore cells. 


beginning of the yeer had been termineted by its close, 19/ Ina few 
cases after necessery reedjustments had been made, opereticn of units 
wes expected to be renewed. That "hospital only" mits,indiceted 
greeter stability then other types. may be due-mainly te the fact that 
the physical equinment of hospitals is not subject to moving in the 
Seme Way as doctors end dentists. lsc, the attitudes cf © small 
group of practitioners fre not so likely to cause the breelk-upa’ a 
hospital unit <s the breek-up of = medical group. ‘The "combinetion 
medical and dental" units enjoyed a reletively high degree of stability 
perheps attributable to the more complete service available through 
this type. : ; 


More recent stctistics indicste that Scparste bospitel units cre geining 
membership while cther types of group medical care aré losing member— 
Ship. Physicien service sroups deé¢iined from 829 units in ierch 1943 

to 763 units in June 1943. During the same period hospitel service 


The fectors responsible for the termination of units are releted to 
the three interested groups: The agency personnel, the families, and 
the physicians. The shortcomings sometines encountered on the pert 
of agency personnel heve been summed up by F&s medical officers as: 
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(2) Leck of thorough understanding of the medical-cers progrem, 

sf (o) failure to consider: program’ 2s integral part of their rehebilita— 

> tion efforts, (c) allowing pressure of other work to srevent giving 
2 lequate time to program, (i) apathy and indifference in scone instances, 
(e) frilure tc provide for renewed perticinetion in ferm end home 
plens,: (f) lack of effort to. establish ¢° close working rel: ticnship 
with physicions, and (g) viewpoint thet the progrem is the sole respon- 
sibility of specialized personnel. 20/ | ¢ 


A feeling, perhaps subconscicus, among the femilies thrt the plan was 
superimposed and that they had too little to do with initiating, 
developing, and administering the program probrbly contributec to the 
leck of interest and assumption of responsibility for the success of 
the heclth programs. 


Sometimes the situation in the locel medicel society or among indi- 
vidual physicians, extraneous to the ectuel functioning of the progren, 
was directly reletec to the termination of 2 unit. Often this wes due ¢ 
to a leck of understanding by the physiciens of the medicel—czre pro— 
grem and of the generzl nc-ture of the rehtbiliteticn pro rem.’ AS: a 
rule, the successful units were found to have strong medical «dvisory 
committees. oni ead 


Stability of indivicual membership in associations.— Informaticn on 
the proporticn of femilics tho goin a mediczi-cene croup and who eon— 
tinue to participate is members until they leave the rehebilitaticn 
prozrem is not available for the united States. Among 487 units that 
were in operetion before the fiscel yerr 1940-41, the croup .as.2 whole 
hed an inercsse in membership of 1l percent by the end of the year 

but in 13 out of 31 States there was a net loss in membership. “28 | 
hmong individual Stztes the net decrease ranzed from 1 to 36 percent. 
These decreeses may undjerstste gross losses during.the year es new 
menbers were being téken in at the same time cldc members were Sropping 
out. Scme of thg decreases cre due to dezths emong members, Some 
members eré no longer eligible beceuse thoir rehebilitaticn loans are 
repeid, and some have moved. in some cases, members withdrew because 
their femily physician wes not 2 perticipsnt or withdrew from the plan. 
Others withirew because they thought they were treeted as objects of 
relief or charity rather than as paying petients. Still otters, c1scon— | 
tinued because they did not want to increase their. debt by borrowing 
funds to participete. There is elso some tendency to withdrew after 

= yecr when no medical service is needed. Generally, families do not 
remzin in the prozram efter they have paid cff their loans. 2x, 


4, study of membership turn-over in five southern Ohio counties reveals : 
thet.of 224 households participating in the ptans as of June 30, 1943 - 

only 54 households had mainte ined continuous affiliation since 1940 

when the groups were orgenized. 22/ aie SoG mae oad 


Relations with professional ossocietions.-— #s 4 result of the medicel— 
cere program the medicrl purchasing pDowe of a:number of low—incorye 
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 22/ Fobert 1. Metamare and bh. Re Mangus, Prepayment Medicel Care Plens 


-for-Low Income, Farmers-in Chio, 
Oct. 1944, p. 2l- ea 
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rurel families has been increesed suostentielly. In some éreas, the 
prozrem hes helped to continue medical facilities thet otherwise might 

i 4 heve been discontinu:-d. Instesnces hive been found whcre physiciens 
moved into 2n #res beercuss of the orcenizetion of medicel-—czre groups 
of FE£ borrowers. In some cases inectivs mcdicel societies have been 
revitalized and physicians hsve been <wekzned to the nevds of medically 
indigent rural fzmilics. They have leamei that group action offers 
én cpocortunity to meet sickness needs end thet it is possible for 2 
governments 1 agency to help them formulzte end shape up better policies 
for edwinistering medical care. On the other hind there is some dis— 
like for the pressnt plans which emphzsize emergency service rether 
then genercl sdequate carc. For some practitioners the payments for 
services have been disappointing and for others tne plans hzve been 
cnly another means of collecting for services. 


In 1942 the Buresu of Medical Economics of the americen liedical associa- 
tion sent cuestionnairzs to the secreteries cf the State medicel 
na associstions. Seventy-five percent of the revliscs said thet relstions 
s vith the FSa were generslly setisfectory. 23/ The Ssocictics also zen- 
al erelly were agreed thet the fcmilies covered by such plans were receiv— 
ing more or better and e:rlier mcdicsl care than they hac received 
withcut env plan. flso pointed out was the fact thst physicians hed 
been receiving more money then they hed been eble te collect from the 
femilies unier individual prictice. 


At a meeting of the Americen Medical association held in Cleveland, 
Ohio, June 2 to By 1941, tHe report civen by ths Reference Committee 

@ on Legislation and Public Reletions expressed "highest approvai" of 
the "nolicy of arriving et understendings with constituent State 
medicsl societies," noted with ple:sure the report cf the rehsbilita— 
tion mejiceal work, cnd ststed: "Any atterpt to restore health and 
self-respect to umrgrican femilies and to PEPeeTay individuality, 
indenendence end security is to be commenied." 


a. Effect of pro: ‘rom on nonmembers end on the genzrel community.- One 
) immediate outgrowth of tne health prosrzm c2zrried on in ecnnection 
) Tith rural rehebilitetion wes sn experiment:1 plén bepun in 1942 by 


- the FEL in cooperetion with the USDA Interbureau Gordine ting Committee 
on Post-war Progrems., This plan wes desimned te provide mediccl care 
to 11 families in a given area without setting ineome limits. Six of 
those plans were RRR in 1942 — two in Texes, and one each in 
Arkanses, Georgia, Mississippi, and Nebresks. In addition tc the six 
etperimental progrzms it should be mentioned thet the Taos County, Nev 
Mexico Cooperative Health Associsticn hes been -ssistea by FSA grent 
funds. 24/ Prepayments were set st not more than 6 percent of. the annual 


Americen Medical Association, iedicai Service Plens, A report pre—- 
pered by the Burecu of Medicsl Beonomics, Chicago, 1943, 72 pp. 

24/ Studies of these heelth «ssocieticns made by the Bur. of sAgr. 
Kconorics-are reported uoon in the following: eee BE. Montgomery, 
Newton County, Mississip Agriculturz1 Heslth -ssociation, weshington, 
Aug. 1944; T. Wilson Longrore end Theo L. Vaughsn, Taos County, New Merx—- 
icc, Cooperztive Hezlth Association, 1942-43 Little tock, «ark. Sent. 


y 1944; also The Experimental Heclth Progrzm ot the United Bre tes. Denart— 


ment of Azriculture. | stucy made for the subcommittee on wertime 
Her1th 2nd Educetion of the Committee on Elucstion and Lebor, United 
St-tes Senate, TNT ge! to & Res. 74 (78th Congress) and S. Res, 42 
79th Conz zress). 
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(5) local responsibility.- Substentiel locel responsibility is 
provided for by the essociation type of orgenization and in é more 
limited way in the trusteeship form. State end county medicel 
societies control all vrofessional policy and meke voluntary egrec- 
ments. with the health units. In most instances.members have not’ 

- assumed as much responcibility in the management 2s seems desirable. 


2220 a 


income of eéch participating family, the maximum prepayment being from 
950 to $60, Government subsidies were used to make up the difference 
between the 6 percent and the above amounts. 


ae luation 
Impact of the war has made difficult the evaluation of the program 
by accentuating wealmesses thot under a more normal conditi.n might 
have been remedied in time. As it is, remerkable progress has been 
mede in developing methods end vrocedures for provinding low-income 
farmers with medical, dental, and hospitel care, within the framework 
of traditional patient-profession2l relationships. -Feilure of some 
units was to be expected on en experimental approsch. ‘The gains have 
been in focusing attention on the significance of the heelth of farm 
families for their economic and sociel vell-being, end on socicty's 
stake in their health. and in pointing the wey. eto meeting the vroblen 
of improving and protecting heelth. : 


(1) Coverage.~ Specific benefits in the wey of medicsl cere have ge 
been given to = considerable section cf the ferm population. No doubt 

the quality and quantity of medicz1 cars has been .increzsed for the 
low-income group particinosting. Fermers say they have <« feeling of 

security under prepayment plans thet they do not have under the mustomary 

way of paying tor medical care. People like the programs es attested 


‘to by the repid increase in number of units and persons cover:d. 


Professional cooperators in increasing numb:rs have come to regard 

the health services with fevor. It must be admitted, however, that 
with membership in grouc-heslth plans depending upon ‘goluntary vartic-— 
ipation, too small e percentage of potential members actually join ~ 
in the plans. 


(2) Freedom.—_ The health service program maintains customery ways 

of distributing medical services in most instances. It retains two 

basic clements — freedom on the part of the people to go to the doctor 

or hospital that they choose by individual or by group ection, and 

freedom on the pert of physicians and dentists: to exercise professional © 
responsibilities and proses sSional judgment. 


(3) Unity.— The medical plans of. FSA are divisive in that they in- 
clude only families of low economic stztus who ere engaged in farming. 
However, they extend the general levels of medicel care in the 
‘community to Seen usus ily less favored and thus contribute to 
unity. ee : 


(4) Area to be covered.— The usual orgenizetion of plans on a 


‘single-county basis aifects the actuariel soundness of the plans 


because it limits the base. In general, the plans do not provide 
an erea large enough, in terms of population and finences, to con-— 
tain 2nd support the essentié1 or besic services. 
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Local professional lesders, too, have not taken sufficient intercst 
in suvervision end stand: rds of care, 


(€) Suprly of physicians.— It is senercliy «ccepted thst the units 
have been partiolly instrumental in «x:eping doctors in the county but 
have not ususlly been eble to attract more medics] and cental personnel 
into the erea. Thc war intervened to complicate the whole physicien- 
patient end physicien-population retic. 


(7) Preventive work.-— These programs have stimuleted among ferm 
reople more recognition of hetlth neéds and So heve contributed to 
the general diffusion cf knowledge on heclth. Countics heve been 
stimuleted to do something sbout heslth problems end edditional. 
sunport for public heslth work has been forthcoming. 


(8) Paying for-care.— Plens utilize the group prepeyment method for 
distributing the costs of medic?l care among the families nd thus 
ease the financizl burdens oi sickness. 


(9) Paying the doctors.— lost of the plans retain the traditional 
fee-for-service bisis of ocving physiciens, dentists, hospitals, aaa «| 
druggists. . More exnerimentation with the other methods .of reimbursing 
vrofessional persons - capitation, salsried doctors, «nd de.tists — 
seems to be indiceted. 


=“ 


)10) Quality of care.- The tendency during wer years hes been to 
reduce the number of services end to limit full utilization of those 


‘available. There is little doubt, however, thet the low-r income 


groups of farmers are getting better csre then before and getting 
it sooner. Hospital fecilities ere used st a higher rete of occupency 
because of the progréms. 


In general, the farmers eligible for the heaith program eppreciate 
the efforts in their bshalf. They have lesrned thet through group 
action and under the prepayment method of cperation, they are able 

to get medical care when needed. However, they want, cnd many ‘re 
willing to pay for, more adequete and complete care then they ‘re 
getting. The emergency nature of the type, scope, emount, and pcricd 
of service has caused the program to be regarded sometines as 2 form 
of glorified relief service. Interested persons «re generally agreed 
thet the program should provide all of the essential services but there 
hes been no clerificetion ss to how low-income families would be able 
to finance such a progrem. It is importent thet the vorious types of 
heelth-service plens be integrated. with the vericus community sctivi- 
ties directed toward health educetion and protection, that is, such 
activities es those of the State end local hezlth departments, nutri- 
tion councils, anti-tuberculosis socicties, lotal Red Cross chenters, 
locel units of the U. S. Public Health Service, maternal child-nealth 


end wolf-re agencies, Blue Cross eni Blue Shield Plans, school officials, 


end-others, nae f 


The voluntary neture of the plans tends to mke a selection of the 
poorest risks from the actucricl point of view. 25/ This situstion 
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sunt 
coupled with the fect thatcoverege is greetiv limited to low-income 
femilies has made subsidy or inadsqutts payment of professionel per- 
sonnel necess: ry in’menv'ceses, The method of peynent by pror: tion 
used in the majority of units, introduced a dilemme between good 
service and adequete payment. Thus, the more services th-t were 
given, the lower the percentsge of peynent for any one servi The 
sherp verinticns in peynent’ under such a system often put Boao 
on releticnships with provessional groups. 


Finally it has been appzrent thst circumstrnces at th: time most of 
the health units were’ set up indicsted urgency, end so FGA has never 
hed personnel enough to secure the desired understanding end member 
participstion. Therefore group recogniticn of needs has been slow 

in developing. Too many f2milies still think of mediczl or dentel 
care és an individual ‘problem. Some generalized principles charc cter- 
istic of successful coépere tive herlth associ- tions for rurel reha- 
bilitation families ere as follows: 


1. The besic nolicies of (2) free choice of 2 physician 
(b) group prepnvment, (c) femily centributims based 
on averege incomes, end (d) voluntery perticivation 


by borrewers, hzve been proved to be sound. - 


2. Understending with Stete end local professional groups 
is e prerequisite to successful development of a 
medical, dentr:1, or hospital-cere associstion. 


3. the more completely the members teke part in planning 
and administering the assdcistion, and the more 
thoroughly they understend it, the more stable the 
membership. 


_& The more complete the services, the better the chance 
Bis ; of survival for 4 group. 3 


5. Tnhé membership base of en ateocietion must be broéd 
enough to "spread the risk" edequetely. (For medical— 
cere BIOUne, 5,000 persons heve been eeee cree de- 


sireble.) 26/ 


6. The professional services rendered to members must be 
‘compareble with those rendered to peying patients who 
are nonmembers. ; 3 


7. The health-essocietion activities must be closely 
' integreted with other aspects of the rehebilitation 
program. Sse 


Issues Involved in 2 Continustion or Expension of the Progrem ? 


Experience since 1936 in developing 2 group health program inesce.p- 
ably brought to the- force meny object lessonsin pea and develop— 
ing group health. Gertcin questicns heve arisen. - For example: 
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(T) Shall the prozrem be continued on sn emergence? provision basis 
or shell it be expanded to include « more complete service? If ex- 
pended, should the femilies stand the cdded cost, or should there be 
= direct or indirect subsidy by some unit of Government? (2) How 

can groups be orgenized end -dministered.so 2.5 to ‘have enough members 
to sprezd the risk sufficiently? (3) Should the progrem be expzrnded 
to include in its membership ell .ferm families or all low-income 
femilies? (4) Should some other provisions be mde for the "bed 
risks" (chronicelly. ill persons) who often eventuzlly spell the der th 
of e hev1lth unit? (5) Should rehebiliteted families be continued 

in active membership in the heelth groups after lesving the RR 
nrogrém So #8 to prevent: their felling back into dependency in ‘the 
event of protracted sickness? (6) what steps cen be teken to ! 
establish associations where. medical associetions persist in their 
refusel to cooperate? (7) «here croup services “re availsble, how 

enn #11 eligible families be nersuaded “to particinate? (@) shere 
rdequate facilities are lacking, whet steps c:n be taken to provide 
fecilities so tht memocrs will have adequate services 4f on a5soclie— 
ticn is crgenized? (9) whot is the individuel's. responsibility and 
whet is the Government's responsibility in peying for health services? 
(10) What modificetims in the reditional wey of paying for medical 
care ere demanded unuer ény new orogren? 


Rivironmental Senitation 


Along with the deficiencies in metiel fecilities availeblie te 
borrovers, reports from superviscrs, intic: tes families, were clso 
hondicapped by leck Gf sanitation fecilities. This situation "as 
2 factor in numerous diseases such es typhoid fever, dysentery,” 
malarie, end hockworn. Lack of ability to py for such fecilities, 


’ 


lack cf health eduction, lack of skill in constructing ‘fecilities, 


‘and feulty tenure relaticns vere all involved. 4S measures were 
_edopted to cope with the problem, @ ¢roup appronch wes ceveloped, 


grant funcs were used, cocnperative relstivns were established with 


-other agencies, and senitary engineers were added to acency nersonnel. 


mevelopment:= 27 /avin 1937; officials of Region V on their own 


Thitietive, begon making grents of 910 to “30 to borrowers for the 


= 


construction of senitsry vrivies. Some 6,909, distributed through- 


out the 4 Stetes of the region, were built during 1937 cnd about 
16,000 during 1936-39... Early, in 1938, the sanitery-gront progren in 
Region. V was enlarged in 16 counties to include the protection of 
weter supplies: and the screening of houses. 


~ 


‘ate in. 1938; the director of Hegion -IIl was suthorized to make 


grents to stenderd borrowers in 21 southeast Misscuri, counties for 
sanitary privies in the cgses where loans were not. justified. The 
progrem wes started in only 1 county by June 1939. Region IV. wes 
also authorized to start 2.saonitaticn progrem in 2.North Cerolina 
counties lete in 1938, and, ‘errly in 1939, to extend operations to 4 


; 


i ’ F . ee ee 4 x a . 
/ -Bascd upon Summ ry of Ferm security Adninistrotion Environmental 
Senitation Program, Progrem inelysis: leport No. 9, Ferm Security 
haministretion, May 16, 1940. -jlse see Annug] heport Fisel Yerr 


july 1, 1940-June 1, 1941 of Chics Medical Officer, pp. 165-221. 
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Tennessee and 2 Virginia counties. A limited program got under way 
in Kegion VI late in 1936. s 


Based upon this early experience, authorization was given ell regions 
on September 6, 1030. to initiate a sanitzry—grant program along the 
‘lines already tried out. Such grants were limited to 100 per farm 
during a single year and based upm need (see Chep. 9). Public health 
engineers were assigned to the regions during 1939-40 to supervise 

and direct the work. Previously there had been such personnel only 

at the national level to assist the program in its Teteeion to standard 
borrowers. 


Sanitary improvements were made in accordance with the recommendations 
of the State boards of health. Assistance of the ecunty health depart- 
ments was solicited for technical advice, field inspections, educational 
literature, and even supervision of construction of facilities. Until 
their termination, the work Projects Administration furnished labor for 
the construction of the majority of the privies and the National Youth 
Administration made workshops and youth available te construct screen 
doors, screen windows, concrete well slabs, etc. 


Facilities were financed through loans whenever possible but grants 
were frequently used for the procurement of materisls. ‘iork agreements 
came to be a condition of these, as of other grents. They were also 
used as a mesns of getting landlords to sign lenger leases, to reduce 
rentals, etc. Beginning in 1939, the program was permitted to function 
through groups. Funds xere frequently pooled and materials and 
necessary skilled labor «ere bergained and paid for on e group basis. 
Sometimes the supervisor served as trustee for the group's funds; in 
other cases an informal association wes established. In leter years, 
purchases were sometimes na de through the local. iets and market-— 
ing association. oe 


The sanitary-grant program was scheduled to be sto poed on June 30; 
1942-because of .the curtailment of grant funds but te fact that some 
funds had been committed but not expended permitted the activity to 
continue, though on a Beverly, reduced scale through 1944. 


Results.— ey ate end of June 1943 the environmental sanitation—-grant 
program had reached 1,053 counties in 45 <tates. About 112,000 
families of all categories hed received .,3,413,000 in grants, svereging 
about .}30 each (table 64, Appendix).. Nearly 62, 000 privies had 

been built, water supplies for 32,000 families protected, and 49,000 
homes screened (tahle 65, Appendix). As measured by amount. of grants, 
number of families aided, and number of facilities constructed, the 
program was heavily concentrated in the Southern regions, perticularly 
in V and VI. The data do not show separet<ely the aid to standard 
borrowers. Emphasis came te be placed, about 1941, on using grant funds 
allocated for this purpose in special problem areas and for assisting 

‘ what were known as "pre-standsrd" cases, : 


, 


Reports. from the counties indicate thet the program had/some effect 
in stimleting the provision of proper.means of disposal of human 
waste, protection of water supplies against contamination, and 
screening of homes on farms not occupied by rehabilitetion families, 
and in encoureging borrowers who were financially able to construct 
sanitery See iewe tape through a loan, = necessary. 
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Experience indicated thet only a fev fzmilies could be aided in a 

county at a time unless 2 full-time eee fox thé activity wes 
aveilekle on the count7 Sit ff, for in most areas help was needed in 
planning and supervising the constructi on. A Grifiedaels probiem was ' 
leck of trained personnel to inform county Supervisors as to the scene 
of the program, the standards to be followed in making improvements, 

and wayS and meens of Becomplishing corrective measures. 


Rising prices of materiels end the lack of some items es 2 result of 
defense activities hempered the program as early as 1941. 


CHAPTER 14— 


\ 


CEBT ADJUSTINENT AND TENURE Be kes TEN Tt 


In addition to credit and supervision, which were universally used 

tools in the standard loan rursl reh abilite tion program, snd grants, 
neighborhood ection groups, zroup ee ee coop erative associations 

and health services which were less widely used, there have been other 
tools and techniques. Among the most important of these other eids 

were debt adjustment and tenure imorovement. They are considered to- 
gether here partly beczuse they were closely associsted administratively. 


Farm Debt Adjustment 
The farm debt : mained tacit program is one of numsrous governmental activ— 
ities sterted in 1932 end 1933 to relie ve the serious agriculture] 
eredit situation. It wes a development paraliel with the Reconstruc— 
tion Finance Corvor2tion, the Emer-ency Fern Mortgage fct, as the 
fan Credit Administre tion, 1/. The general purpose of this rogram 

éS to provide & mezns of ' bringing distressed ferm debtors and their ° 

ane tors together to discuss their mutual Eoeuiess end arrive at 
adjustments that would prevent foreclosure » benxruntcies, and destitu- 
tion. From October 2, 1933; vihen the program wes instigeted at the 
request of the President of the United States until August aL; 1945; 
at which time it wes transferred to the kescttlenent A Acministration, 
the work was cerried on under the SESS URNA S of the kerm 
Credit Administration. a bee 
Farm-debt adjustment did not origina te in the Resettlement Ramee ies 
tration or the Farm Security Administration but it wes so closely 
reléted to rural rehabilitation: that its transfer from FCA to RA, .. 
was quite logical. Although generally giving provenance to servicing. 
low-income farmers and rehebilitation borrowers efter 1935, the =: 
debt-edjustment progrem wes available to all” eta te and to creditors 
as well as debtors, until June eth, 1943 dS it wes restricted to 
egency borrowers. = 


* Section on "Debt Adjustment™ ‘prepered by Olef F. Larson and Donald 
C, Horton; section on "Tenure Imorovemc np cessed by Claf F. _Llerson 
end Eleo L. Greenshields, all of the Bur. of Agr. Economics. 

1/ See E. C. Johnson, Nori cilturel Crcdit," in Fermers in a Changing | 
World, po. 740-754. fs Spearcian M cee 
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This activity developed and was carricd on during the period when the 
refinancing of agricultural indebtedness, downward adjustment of interest 
rates, end scaletdowns of doans, were widely vrecticed. For example, - 
» more then 620,000 loans closed as land benk and/or Lend Bank Com- 
missioner loans from Mey 1, 1933 through Pecenber SiehioZOchadeal? or 
&@ part of the proceeds use or refinancing ef indebtedness. Of this 
a von 


B) 
Sed 
number, the FC. estimotes 


& 
a < 
t that ebout 150,000, or oné-lourth, involved 
debt redaction. These reductions aggregated more than #200 , 000 , COO 
or abont one-third of the original indebtedness betohe wetinancing. 2/ 


Organization of farn 


was Jergely carried 
Fa 
ft 


on through the iniiuence, edvice, and assista 
arm-ceht adjustment committees an 


farm debt adjustment work. Under the FCA the work 


of voluntary Stats E 
vertLous States. The county committees usually 
Were coip- ised of three merhers --— farmers and pusinessmen who repre— 
Sented creditor and debtor interests, In many States the State Emer— 
gency elict Administrations cocperated by supplying full-time super— 
ersomei. to assist the committees and by providing funds to 


, visory p 
cover committee expenses, 


r 


when thé work wes transferred to the Resettlement Administration the 
voluntary committee Set-up wes continued. Members of these committees 
were not emplcyees of the Administration nor responsible to it. They - 
did work Closely with the county rehebilitaticn supervisors. Committee 
members served without pay but some provision was made for the exrenses 
incurred. This s2me general set—up continued under the FSA until 1943 
with the exception that committee members were appointed by FSA. In 
1943, the separate committces for debt adjustment were ebolished and 

% the functions transferred to the single county FSA ccmmittec appointed 
by FSA (see Chap.. 4). 


The RA hed established 2 ferm—debt éedjustment section within the Rural 
Rehabilitation Division in the neticnal office and provided for debt 
adjustment Specialists in eech of its regional, in most of the State, 
and in many of ‘the district offices. At the county level, debt adjust— 
ment work has been carried on by the rural rehsbilitation supervisor 

as a part of his regular progrem. In many ceses the Supervisor is 

able to méke an adjustment without calling upon the committees. ! ; 
ypes of debt adjustment. By definition, debt edjustment is "any 

agreement, compromise, or settlement between a farm debtor and his 

creditors which gives the debtor 2 reesonable opportunity to meet 

his debts and continue ferming. 3/ Outright reduction of a debt 

has been cne of the methods mst frequently used but other methods 

include interest-rate reduction, extension of maturity of an obliga— 

tion, securing a refinancing of the loan for the debtor, trensfers 

of equity and new rental. and contractual agreements, such as providing 

for lease of property to the debtor after foreclosure with an option 

to repurchase under terms giving a reasonable chance to recover the 

property, iat sh coe a eee = tes 


Donald C, Horton, Harold C. Lersen and Norman J. all, Farm 
Mortgage Credit Facilities in the United states, Mis. Pub. No. 478, 
: U.S. Dept. CT AEC OL2 sep e490 eee : 
4 3/ FSA Instruction 733.1, October 25, 1938. 
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Relation Rehebilitation.- ilthough approximately one-third 

of the total cases adjusted from Sesterber 1, 1935 through June 20, 

1941 were fer nontgency femilies 4/ the tendency wes to sive preference 
» to present or prospective agency borrowers, After the debt—adjustment 

needs of these end other low-income families were met the remaining 

time cf debt-adjustment personnel wes avzilable to farmers who he ‘ 

higher incomes, This trend reached a climax on July 1, 1943 when 

Services of FSA personnel bec me limited to borrowers, presumebly 

because of reduction in funds for carrying on rehebiliteation ectivi- 

ties, ; 


It has been the official policy of the FSA "to fecilitate by impartial 
medistion the edjustment of excessive debts of farmers; to encourmge 
and assist voluntary State and county FDA committees in their efforts 
to. make such adjustments end to render FDt service without cherre of 
any kind to the debtor or his creditor." 7 The entire debt-adjustment 
program has as its purpose "to vrovide facilities for adjusting on 4 
voluntary basis farmers' excessive debts to ccnform with their caps city 
tc pay." 


The general solicy hes been to require county supervisors #0 mike 

the debt adjustments necessary to insure the Soundness of the ferm 
menagement plan before recommending a standard RR loan. 6/ the 
principle involved is much the same as thet followed in the reorganize— 
tion of e business. If existing claims are not adjusted, a part of 
any new funds advanced to the borrower might accrue to“present 
creditors rather than be available to increase the resources of the 
rehabilitation client. 


The debts ‘of 2 prospective borrower are deemed to be excessive when 
it is shovm by the preparcticn of 2 sound farm-management plen that 
the client will not be able to meet his obligaticns as they mature 
and at the same time support his family<on a basis consistent with 
acceptable standards in the ccmmunity, continue farming operations 
6s provided in the ferm manoegement plan, end repey the rural rehe— 
bDilitation loan. Negatively stated, it has been the policy not to. 
4 encourage or assist any person to avoid payment of his lecitimete 
obligations thet are within his ability to pay. Each cebtor is 
expected to-meet his obligaticns to the full limit of his ability, 
considering his resources and the demands upon his income oecasicned v 
by the need of providing a recsonable level of family living, pro- 
tecting the family health, and mcking edjustments in ferm business. 


The policies indicate that social welfare 2s well as credit considera-— 
tions are weighed when ascertaining the need for debt adjustment. 


Results of the Debt Adjustment Program.— Luring the veridd of about 
2 years' activity under the supervision of the Ferm Credit Administra— 
ticn an incomplete tabulation shows the extent of adjustments were 


as follows: 7/ 


f 


Administration, 


f 


Report of the Administrator arm Security 
D941 eee ee ee ote | 
of FSi Instruction 733.1, October 25, 1938. 
3 Ibid. | ries oe ‘ Ps 
DO . F/  Tonald 6. orton, Mlone—Term Debts an the United States," Domestic 
-  Ccmmerce Series No. 96, U. S. Dept. of. Commerce, 1936, p. 125.> 
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‘Indebtedness before adjustment and not- including 


on 256 at, , 


'. Number .of applicétions received? 14-82, 25 Beare oe 
Number ‘cases adjustcd: ae ; ae 49,921 
_Indebtednegs prick to adjustment $254,051, 282 

Debt rediction ~7 7. ate 286 » 329 


“Se rencentepe Teducvuoy TOT ges SS ° 26. es 


The above data tend to be c:mservative and-do not take recognition 
of writing off of past-due interest and the scaling dewn of non-real 
estete debts. — ; ; eae 


_.Under RA and .FSA, Septenver 1, 1935 through June 30, 1943, a vate 


of Jb /,2/2 individual fermers received debt adjustment: services 

(table 14). ° An aggregate of more than one-half billion dollars in 
indebtedness was adjusted downward by over $109,000,000 or about 22 
percent. For the average farmer ‘the indebtednes S of nearly $2,700 


WES reduced by. $585, assuming all’ receiving services had some reduc— 
tions. ,The peak number of cases adjusted wes reeched in 1941; then 


ceme 2 rapid tenering off, largely because cof the impreved economic 
conditions. The Cea see reduction renged from 14 to 35-nercent. 
It was highest =e 1943, although the number of cases then was less 


_ then one- -third of the 1942 total. Except for 1943, the general trend 


has ‘been for 2 Bee crass eoch yeer in the percentege of debts written 
aff. ; 


Table 14.— |‘ Ferm-debt adjustment unijer the Resettlement 
. A@ministraticn and Ferm Security Administration 
September 1, a oa 30, 1943, by fiscal 
yeers 1936-1943 ay 


sNumber of farm : Amount of ¢ Amount of 
Year :debt adjustment sindebtedness SSNS eLearn | Barearitaes 
scases adiusted : to adjustment sindebtedness:reduction 


"1936 2f 32,871 © $98,791,725, $ 23,839,344 °~ 24 
Tee 26.816 ..7| 95,825,674 25,127,612 #20 
19338; 16,591 56,429,761 13,659,625 24 
1939 : 24,770 77 52945 264 16,478 ,862 21 
ToGu gs = 26/065 fe Geet 79,500, 707 oa 9.9, 415,934. 2 18 
1941 2 i 355 303 65,603,535 10,892,815 17 
1942 a 18,575 "91; 309,022. 4,519,408. 4 
1943 ? 5,681 1. = 4) 358,143 =» 1,544,085. 35 
Totaly, 187,272. 505,202,861 109,477,777 22. 


1/ Source: - Fiscal years 1936-42 from Hearings before the Select Com 
mittee of the House Committee on Agriculture to investigate the activi- 


- ties of the Ferm-Security. Administration, House of Representatives, 


7th Cong., First Sess., pursuant to H. Res. 119, part 3, p. 999. 
Data for 1943 from FSA, Revort No. 1, July 20, 19435 table: 7-F. 
2/ From September 1935 through rane 30,° 1936. 
Does not include 119 group cases that were Bast Sete ace total 
he:1943 fiscal ie 
amounted, to '$23,678, 6Bl 4 and ¢ yhese. Reduction in indebtedness. Fone. 
oP ee all amounted to “15, if 
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In eddition to 
which resulte4 
v6, 000,000, 

to October aan 
Showed these as 


Information 
1940 and in 


Irrigation districts 
Drainage districts 


Levee and diki 
Farmers! coone 
Growers! essoe 
Other groups 


Complete deta Showing this 
The character of the debt 
committees is shown by the 


adjusted during the 


Debt reduction 


Substantial int 


Extensicn 
Combination of 
Other methods 
Total cases aad 


One: benefit ac 
25,767,832 in te 
from September 1 
‘In more than two-thirds of 
October 1949 nev 
groups: 10/ 


Fecerel land banks 

Land Bank Commissioner 
Production credit 
ferm Security i 
Insurance companies 


Local banks 
Individuals 
Others 
Total 


Information is not 
reha 
However, among Standard RR 
cent, or 1 in 14, 


whet percentare this wa 


adjustments for individuals, 
in reducing 


Ses to be distributed as fo 


cruing to the general 
x€S WES ceused to be 
935 through June 1943 


logns were ma 


évailable to show 
bilitation borrowers benefi 


had received de 
averaged 9433 for the 7 percent r 
S of the original debt, 


a Sy 2. 


1i9 STours received sery 


ices 
their indebtcommess by €6 percent or nearly 


ier the 3205 eroups adjusted under R. and PSA 
cluding more than 15,000 individuel farmers, 


llows: 8/ 


34 
29 
hg districts g 
ratives 18 
lations S| 
13 


break-down are not évallable for recent veers, 


adjustment accomolished through the loce] 


. following distribution ef individuel ccses 
September 1,. 1935 to October 31, 1940: 9/ 
81,894 
erest-rete reduction 1,090 
28 , 62E 
abcve methods 16,930 
6,558 
justed 235,100 


public grows cut of the’ fact that 
peid in adjusting individuel cases 


ls through 
ing lender 


the adjustments fer individua 
de as shown by the follow 


cal 
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12,802 
45793 
1,920 

SEN 

535 
3,225 
wylee 
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Horton, Larsen and Wall, Op.cit.,-p. 52: 
O/ ae Lbiden 50 eo: ; : 
~20/- Ibid, = =p. 5] : 
21/ A Brief Summary of Farm Debt Adtustment Activities, Progren enalysis 


report No. 22, F&i., 


Lay 29, 1942. 
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: . The use of debt reduction as a rehabilitation technicue apparently has 

% varied widely among the different parts of the Nation (fig. 15). ‘ide 
variations in the number of debt-sdjustment cases for Contiguous counties 
are apparent from figure a5; However, the variation may reflect dif- 
ferences in the need for adjustment as well ag differences in the 
adoption and use of this tool by rehabilitation Supervisors, The 4 : 
Southern regions with 29 percent of the total standard RR case load in 
1941 reported’ only 34 percent of the debt reduction cases while the 

Great Plains Regions which included 10 percent of the total case loed 
Teported 31 percent of the debt reduction cases, i 
Not only did the use of debt reduction vary widely but the amount of 
rejuction varied greatly. from one area to another and from State to 
State. In the 4 Southern regions reductions averaged from wlLOl up 

to $267 in contrast with Regions I and VII, both of which exceeded 
~700. A large part of these differences in averages may simply re— 
flect the area differences in the Economic level of borrowers eccepted 
on the rehabilitation Program and in the proportion of cases involving 
Substantial real estate debts. 


There is some evidence that in some regicns increased use was msde 
of the debt-adjustment technique as the rehabilitation program develgped. 
Tata for a Sample of borrowers in > regions from the BAR study shows 
that in 2 regions. an increasing proportion €ach successive year had 
debts adjusted and in 2 others greater use was made of this practice 
& in the second than in the first of the years, It is also known that 
] virtually all of these adjustments took the form of debt reduction. 


Although debt reduction is probably the moct dramatic and drastic of 
the adjustment techniques, the trend was toward a cecreasing use of 
this method until a marked reversal came in 1942-43. Approximately 

2 out of every 3 of the cases adjusted through June 30, 1939 involved 
reduction, compared with one-half the cases from July 1, 1940 through 
June 30, 1942 (table LO) PePerhaps. thesineresee to three-fourths during 
1942-43 reflects the bad situation of the comparatively few cases 


Table 15,~ Percentege of debt adjustment cases adjusted by 
debt reduction by fiscal years 1/ 


Year : Fercent cases with debt reduction 

1935-36 : 60 

1936-37 ; 58 

1997-38 : 67 

1938-39 , a 67 

1939-40 | : ST 

‘ 1940-41 ; ere Ee 51 
1941-42 i ehes 50 3 


1942-43 ° 75 


Program analysis report No. BSA, May 29, except for 1942-43 


io. D2 70) 
® which is from Monthly Report of FEA Activities, June 1943, table 7-F, 
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Serviced thet yezr., This may also explain the high. r—than-ever: ge 
percentage reduction of debt for that year. The lessened use of 
debt reduction csme during 2 period of rising prices for ferm land 
and produce. Farmers apparently felt less need for cutting down 
their debt load, and creditors were less inclined to make such 
adjustments as general econcmic conditicns improved. Not only 
were better times accompanied by a decrease ‘in the debt-reduction 
technique but the entire debt adjustment-program tended to taper 
otf, end FSA shifted emphasis to tenure improvement es being the 
activity most needed during the wer. 


Cost of debt edjustment.— Cost figures are not available for the 

entire period of operaticn of this program, but the Resettlement 

Administration's first ennuel report in 1926 estimated this activity 

was costing 41,600,000 ennually, of which nearly $1,100,000 wes for 

salaries and trevel expenses of the 254 full-time personnel end for 
procurement, while the balénce of over $500,000 paid the exnenses of . 
495 State end 12,519 county committeemen. ‘From 1939 through 1942 costs 

aversged $1,748,000 annually with selaries and expenses for FSA 

personnel ranging from $1,400,000 to 1,800,000 and between 3&&,000 

end »9154,000 going amuclly to State end county committee members. 

Total expenditures during these 4 years were $6,990,599. During these 

years the equivalent of between 682 end 865 FSA personnel devoted 

full time to debt-adjustment activities. These latter figures, of 

course, inciude the estimated time of county supervisors devcted to 

this activity. 12/ 7 


Fvaluetion.—- There are a number of additionsl facts one weuld like to 
know in attempting to evaluete the debt adjustment procram as it has 
been conducted. For example, what hes been the distribution of 
adjusted debts as between the various cetegories of private and public 
creditors? «whet has been the distribution of these debts as between. 
reel and personal property? 13/ Among rehabilitation femilies what 


Hearings...Pursuant to H. Res. 119, part 3 

come informétion bearing on ‘Dove points has been compiled in 
a special study relating to the ctate of Michigen. ITate in the accom 
Denyene table referring to the period 1937-49, show the distribution of 
debts before adjustment, bs type of creditor énd by nature of the secu- 
rity. In this State more -thean one-half the real estate loans of farmers 
whose debts were edjustcd was held by the Federal land bank end the Land 
Benk Commissioner and more then one-third wss held by individuals end 
benks. Of the chattel-secured debt which emounted to ebout one-half of 
the real estate debt, merchants, banks, and individuals held about two- 
thirds of the totel. These 3 types of lenders accounted for all of the 
unsecured debt. (See table pdelow 


This same study for Michigan indicates that scale-downs avereged 15.7 


percent.and the percentage of all previous debt that was refinanced was 
30.7... Banks accepted relatively heavy scale-dovms (36.8 percent) and 
those accepted by individuals and merchants were above the averége. . 
Life insurance companies and federally eponsored credit institutions 
accepted very low scele-dorms. A part of the difference probebly is 
attributable to the kinds of security for loans held by diffcrent 
lenders... for 211 creditors, real estate loans were -scaled down only 
6.6 percent whereas chattel-secured loans were scaled dowm by 23.9 

ercent and unsecured loans by 37.9 percent. Even on real estate 
Foans the percentages of scale-—dcovm for benks and. for individuals 


were much higher than for other lenders. (Cont'd) 


Seg 
use wes made of the debt ediustment technique efter recéiving the first 
lo2n? 14/ And whet has been the prebise effect ols: edi eae on the 
reha ‘bilitetion of borrowers. ts 


tists dees) Assistent Administrator: of FSA, testified, before a. 
Congressional committee that any future. eroeent to. continue. FSA: 
rehabilitation activities should incorporate 2s: one phese "dedt- 
adjustment services whitch might logically be made. available to ail 
farmers in need of debt gos eee ie 5 a Z 


The arse questions with Prespect 6 farm—debt adjustment activity in 
relation to a rural rehebilitation program are lergely the same ques-— 
ticns ‘to. be asked about eny program for the edjustment of farm debts. 
16/3 What is the proper scope of such @ progrem? Should: it embrece’ 
only-a rearrenging of the terms of outstanding lozns so thet a farmer 
will heve a. better chance to repay his full debt et the agreed interest 
rate or should it be regerded as including also a reduction in the 
total amount payable? The progrem used hes followed the latter 
philosophy. As any reduction in the amount. p2yzble involves.a loss to 
a creditor, the question «s to whether or not the public owes any. 
responsibility By the creditor must be reised. As the program, has 


13/7, (cont'd) | ce 
Distribution of debts of farm femilies adjusted under the “ 
auspices of FSA in Michigan, by type of creditor holding , 


: ps the loans. and type of Seu 1937-40 VY 


:Reel estete: Chattel ses: RSEeEed 
ssecured debt:cured debt 3: debt 


Type of creditor 


Percent Percent., : Percent 

Not given Seow 5e4 8 — 
Benks _ . Lee 39.2 2 25,0 
Insursnce companies : 460 — St ime 
‘Individuals 2/ fated al said eee 
Federal land bank and Lend pe 

Bank Commissioner : Brg ait aciase ine ne wp a) ee. 
Production credit associations PR tae £26.54 —: 
Merchants 2/ 3 — | Oe Fe i 3 J mids 
Finance companies . oe Lier i Py Ae PS PA oe 
Farm Security Administretion ees By ek — 
Other agencies ; ae) Pook Wie. — 
local tex levying units 1.4 . 7 : —_ 

All ereditors (percent) eer 100.0 pd 00; Oe ie, Oy 

All creditors (amount) - "8-956, 527 $ 480,695 & 205,¢97 


E. Larzelere. 


H. "Ferm Debt.Adjustment in Michigan Through the 


. Farm Security Administration," The Quarterly Bulletin, Vol. 25, No. 1, 


Mich. Agr. Expt. Stat.,. ‘Lensing, Michigen, Aug. 1942, pp. 47-65. 


2/ Although the date did not reveal a specific class of creditors for 
_the unsecured notes nor the unsecured accomts, most of these types of 


obligations sibs! been assumed to be held a. indivicuals « or merchants 
respectively. “ pig erat Br 
14/ Despite the policy that aabts: should be eascstea before approval 
is given for 2 lo@n e2 report for the period from Mey. 1 through Decs431; 
1941 indicated. half of “the debt-gdjustment tases were old RR borrowers. 
How long this’ condition prevailed smong the regions is not.known. 

15/ Hearings before the Select Committee, op.cit., pert 1, p. 256. 

16/ See Horton, lersen, end Wall, op.cit., pp. “pp. 209-217. 
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operated, the creditor has borne the full cost of eny reduction elthough 
it is recognized tht chenges in the purchasing power oi the doller may 
have been such thet no rea] loss avas sustzined in some instences. 


» Debt adjustment is one of numerous programs that may be used to direct 
égriculturel policy and promote a vearicty of agriculturel objectives. 
As the program has functioned the objective has been to assist fermors 
to remain in egriculture end prevent foreclosure which might drive 
them out or reduce their tenure Status. One influence of dcbt edjust— 
ment may be to maintain the status avo in the face of forces that are 
making for desirable long-run chénges in the agriculture of an entire 
érea. This problem must always be faccd when farm families ere assisted 
in dealing with their debts, for burdensome debts may be merely a 
consequence of longer run pressure making for necessnry economic 
edjustments, .A weakness of the individuel case approach to debt. 
adjustment, which nevertheless hss many other decided advantages, is 

the danger that too little attention may be given to ares-wide considers— 
#) tions thet are oftsn responsible for thé debt difficulties of an 


individual farmer. 


The extent to which stand:rdized procedures may be used in the debt~ 
adjustment technique is a legitimate question but Speciel circumstances 
explein why different fermers heve widely different debt experiences. 
The severity of the depression of the 1930's and the degree of 
recovery varied by «r-as end by tynes of farming. Bad weather and 
changes in merket demand made it difficult for even reasonsbly competent 
farmers to meet their obligations. -Human misfortunes snd bad judgment 
must be recognized as contributing to ¢ bed debt situction. The variety 
of causes for debt adjustment indic: tes that such 2 program does not 
@ lend itself to a high degree of standardization eitier through legisla 

tion or administretive edict. Primery relisnee epparently must be 
placed on the individurl cese method of approach —— the method that 
hes been followed. 
The problem of administretive organizetion end procedure must clways 
be feced. As debt adjustment involves the need of a third party to 
act es @ mediztor the use of locel comzittees hes several adventeges, 

i one of which is to relieve the pressure upen the Fedeérel Covermment 
to solvc a problem thet cen be settled locelly. Once én ediustment 
has been made according to-the recopmendetions of 2 locsl groun, the 
farmer whose debts hevc been adjusted is morc likely to lool: to this 
seme group for financial edvice in the future. This provides e basis 
for @ measure of continuing informel supervision by local people. 


It is evident that ¢ debt edjustmcnt orogrem hes limitetions as ¢ tool 
for implementing rehebilitation. It cannot be used to benefit a lerge 

number or € large proportion of low-income fermers, ‘It cennot be 

: _ carried too fer without the denger of crsating attitudes emong debtors 
“which would be destructive of real éedvantsges of the credit systen, 
411 of which vould mike creditors insist upon some form of public 
subsidy to spread the cost. It is not 2 substitute for good farm 2 
organization, edequete resources, and good manegement. . In somé cases 
debt eijustment might merely postpone the time when foreclosure would 
be necessary. 
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Debt adjustment, by its nature, is likely to enphesize alleviating an 
alreedy bad debt situstion rether than preventing the development of 

such a situetion, It Normally can be brought inte operation only after 
the farm family's Situation has deteriorated So much that rehabilitation 
is made more Giiricult. = Ins continuing rehabilitation. program, it 
Should be regarded as a tool to be used when preventive measures either 
are not available or sre not adequate to deal tith depression conditions. 


it appears that to reap the full benefit of a-program like this it 
must be carried on in cooperation with other measures thet will essist 
in the rehabilitation of a fermer and his family. The guides for 
Sound debt adjustment policy should be derived from those for the 
rehabilitation prugram as a whole. Debt adjustment implements’ reha— 
bilitation when it is used with discretion and within its limitations. 
The extent of its use will vary from place to place end from time to 
time. = 


Tenure Improvement 
Fa amnesty pes tuameibebprtresssunamrypeesisee oon. 


About two out of' every three stenderd loan berrowers have been tenants 
énd owners have often hed inadequate units or teo heavy a debt lead, 

or both. These facts hevs forced the consideration of' improving the 
tenure Security of both tonents and ovmers 25 snother means of achieving 
rehabilitation objectives. . 


. the general social Situation of: the 1930's was favorable to efforts 
directed st improving farm tenure. The growing loss nf land ownership 
y operating farmsrs, the fact thet tenants moved more from farm to 
farm than the owners did, end the comparatively di sedventazed Situaticn 
of many tenants with respect to levels of living and sociel perticipa— 
tion in their communities were revealed by Census ‘reports and special 
Studies which were the beckground for the recommendations of:'the 
President's Committee on Farm Teneney, early in 1937. Tnitiation of 
the Tenant Purchese (later called Ferm Ownership) progrem was a symbol 
of national support for owner-operated family farms and security for 
operators. oe Nisiveeds 


Debt edjustment, together with reviey of purchase contracts and 
mortgeges, end the Spécial real estete and farm and home improvement 
progrein (later merged with tenant purchase ectivities eas & farm 
enlargement and development vrogrem) represented efiorts by the reha-= 
-bilitation agency to improve the tenure of standard borrowers who 
were owners. The land leasing associations end the improvement of. 

. rentel tenure through promotion of (1) the use of written leases, 

~. (2) longer-term leases, end (3) better lease Drovisions, were efforts 
to improve the tenure arrengements of borrowers who were tenants. 


In terms of development within FOA, end the increased emphesis given 
at the Leginning of the wer, tenure improvement has been ‘closely © 
éessocieted with the ferm—debt édjustment program, ; 


‘Under FERA.~ Tenure improvement wes not a recognized part of the 
original rehabilitetion program begun in 1924 through the: State 
corporations operating with funds granted by the Feders] Emergency 
felief Administretion, at 


~ Ae 


Ss 263 i 


kven so, ths early progrem did grapple with the problem of insecure 
tenure and did‘accomplish 2 greet ijzal in the way of helping clients 
maintain possession of their ferms end in aid.ng other clients who 
were lendless in finding ferms on which they could be rehabilitated. 
The policies used by the State corporations of some of the Southern 
ctates in securing a hold on e piece cf land for clients constituted 
en early awareness on part of ferm relief officials of the basic necd 
for tenure improvement. 


The extent to which the seviral State rehabilitetion corpvoretions used 
funds for the nezyment of rent or took other measures to imorove the 
tenure status of relief clients is not knovm. The pose with 
respect to making loans for rentel payments, which in the final 
enelysis meant that the rentel payments of clients were gucrantecd 

to their landlords, veried considerably from région to region. In 
Georgiz, Texes, and Arkanses the practice of paying rent with reha- 
bilitation funds was rather widespreed. The corporetions in these 
States leased the ferms in the name of the cornoreticns for cash ond 
then subleesed to the clients This procedure probzbly led to many 
ebuses, as the rent was gua pene in advance by the corporétion 

re gardless of whether the client was successiul in making £ crop or 

in making payment of the rent called for in his sublecse. Many 
failures at this time were attributed to the fixed cesh-rent obligations 
of borrowers. It was esserted that femilies peying cash rent could 
not be successfully rehabilitated. Lendlords would have to share 

the risk. Another of the unfortuncste consequences of this early 
method of paying rent, at lecst in Georgie, wes its tendency to become 
the accepted method in later years. lLendlords who rented lend te 
rehebilite tion Dorrowers expected the Government to pey the rent if 
the client fziled to de so. This attitude on the part of lendlords 
hes been a definite stumbling block to #SA efforts in sponsoring 
mutuel responsibilities among tenant borrowers and their lcndlords. 


Under the State corporetions a larger number of destitute fermers 
were given help who were ferther down the tenure lsdder then in 
leter years. Many leborers and sherecroppers were selected for 
rehebilitation loens end grants by the corporations. 


Under RA.— When the rehabilitation, progrom ure trensferred to the 
Resettlement Administration, it wes continued without meteriaci chenge 
So far as tenure. improvement was concerned. Tenure -improver.ent 

725 net made a conscious part of the prorram unicr.the Resettlement 
Administretion eat least for the first yezr. Some laborers 2nd 
sharecrovpers were still selected for rehabilitetion cid with the 
result that they.obteined tenent status on farms. The improvement 
of tenure status for these clicnts, however, wes only incidental 

to the main job es then conceived of furnishing credit, working out 
farm plens, end providing supervision in the execution of ferm plans. 
‘None of the official policies or procedure stateaents ccrried enything 
in regerd to the problem of tenure for rehabilitation clients. Un- 
qu stionably the tenure problem jid come up with field workers end it 
is probeble that in some «recs positive steps were teken to aid 
clients in irproving their tenure relationships. 
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Although tenure improvement did not wecome @ definite pert of ithe 
rehabilitetion progrem until £S£ took over, the expsrienc: which these 
prior egencies héd in obtaining lend for clients and in helping them 
tc heng on to the land they hed laid the besis for the more tengible 
endesvors undert2ken in this respect under FSA. During these errly 
years-the rehebilitetion orgsnizetion was becoming aware that security 
of tenures was necessery for successful farm rehabilitation. 


Under FSA.— Beginning about July 1, 1937, just before the establishment 
of FSA, plans were made for e Washington staff to devote full-time 
ettention to problems of tenure ¢mong RR borrowers. Many RR officials, 
especizlly regionel versonnel, were convinced of the need for increasing 
the effectiveness of the work directed toward the improvement and 

tenure stetus'of borrovers. The first officiel statement of this 

new steff eppesred in Administretion Order 130, deted December Le 

1937 desling with the org:nizeticn of the Washington RR Division. 

This order esteblished < Tenure Improvement Scction, which wes delezeted 
specific functions in carrying out tenure ivprovement for rehebilits- 
tion ceses. No corollery orgfnizstion wes set up at the regionsl 

level. The Weshington Tenure Improvement Sccticn crrried on its 

Wor’ through the regione] f:rm-menagerent speciclists who were 
technicslly responsible to the Weshington erm Plan end Loan Section 

‘of the RR Division. - This org:niz:tion for tenure<improvement work 
‘continued until July 1, 1939. 


On July 1, 1939 the Tenure Improvemen Section wes abolished and 

both the weshington end field activities with respect te tenure 

wene carried out under the Ferm end Ioen Section. This section con-— 
tinued to diréct the work until June 1941, et which time tenure in- 
provement wes atteched to the Farm Debt Adjustment, Saction, end @ 

new section called Ferm Debt Adjustment end Tenure Improvement was 
orgenized. This consolidation wes ¢ffect:d because;tenure improve— 
ment was consizered nore clocely allied to farm debt edjustment than 
to-farm plenning for several reesons. (1) Tectmiques for accomplishing 
tenure improvement ere similer to those usei in eccompliching debt 
edjustments — this wes of administretive importance in, treining of 
personnel; (2) FSA personnel qualified to negotiete or arbitrate dedt 
adjustments were also generally quelified to negotiate or arbitrate 
tenure edjustments; (3) in the matter of report. ng accomplisiments, 
certain accomplishments might be reported in either activity, for — 
example, chenging a l0-yeer real estete contract agreement to e 
20-year egreemcnt within the debtor's sbility to repey would be e 
debt edjustment by "extension as well es a definite improvement in. 
the debtor's tenure; (4) © high percentege of cases neeling debt— 
adjustment essistence were those that also needed tenure-imorovement 
assistence end vice versa; (5) esteblished ferm-debt cdjustment 
‘committees thet rere experienced in negotiating differences between 
debtors end creditors could essume the addei tenure-improvement duties 
without necessitcting the <ppointment of another group of committce- 
men; (6) debt adjustments end tenure improvements complement each 

- other. where both are necessnry neither will stend without the other. 
Another reeson for the chenge wes to provide personnel for tenure 
improvement who would have more time to devote to it. Ferm—debdt - 
adjustment work wes.declining repiily 2t this time ¢s a result of 
imorovei income to fermers end the additional ectivities in tenure 
improvement could be ebsorbed. 
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More stress than ever was put on tenure improvement in 1941. Then 
the wartime emphasis in, food production focused =ttention on feulty 

c ) lendlord-tenent reletions :s en obstzcle to achieving national produc- 
tion goels and geve edded impetus to such mensurss. 


S cérried forvsrd in en effective way 
until June 30, 1943. At thet time, the gencral reduction of all FSA 
activities end the plecing of special emcohasis on war production loans 
under the RR program result:d in the virtual abendonment of a steff 
organization thet had been devoting full-time attention to tenure | 
improvement. 


The tenure-improvement work we 


As implied, the same county committees thet were responsible for the 
debt-adjustment prmgrom were charged with aiding the tenure-improvement 
vork (see Chap. 4). 


Policies.— The reesons for FSA's interest in the equitable and 

‘, _ satisfectory tenure érrangements of tenants were (a) ferm end homo 
plans were developed on the essumption that the client would rem.in 

on the same farm for the period of the lozn, commonly 5 yezrs; (b) 

insccure or uns:tisfactory arrzngements might result in terrinction 

of tenure during the period of the loen end prevent or rctard successful 

rehebilitation in accordance with the plans developed; 2nd (c) insecure 

and unsetisfactory tenure contributed to the need of rehsbilitstion 

before acceptence of mny ferilics and might bring recurring need for 

help after rehabilitation seemed completei. 17/ 


@ - General .policy wes to adopt whatever measures would provide for non- 

_ disturbence of client's form cad hone operations #t least during the 
period of rehebilitetion. 13/ Definite tenure over the period of the 
joan through written leeses with renevol or continuing clauses, re 
quiring formal notificetion of terminetion by either nerty, was to be 
provided. Compensntion feeturcs for tenant's unexhausted improvements 
end provisions for erbitration of differences between landlord end 
tenant were to be included in lesses. ice 

-At the time of new or Suoplsmentel1 locns, supervisors were to inquire 
into the tenure situation. Beginning in 193€, new lomns were not to 
be *pproved’ unless ac-ompsnied by a lcasé on an. FSA or other anproved 
form which included desired provisions. -The effort wrs- to get. written a 
leases, providing reasonable tenure through cutomatic- renewel or for 
a fairly long term, such =s 5 years; to have provision for garden and 
pasture so 2s to get’ increased production for home use; provide for 
repairs end improvements, sometimes through an-edvence of rent-l by 
the agency for this purpose; snd to provide commensatiod to the tenant 
for-improverents to the farm cdded ct his own expense.,. Lease forms 
were developed and distributed. 19/ Loans for permanent improvements 
on a leesed farm were conditionel upon a written lease providing security 
of tenure or compensation provisions. 20/ 7 . 

: 17/ FSA Instruction 732.1, October 255° 1936 PO tees yee 
18/ FSA Instruction 731.1, October25, 1938 res re 
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... 19/.-See The Flexible Farm Leese, Farm Security Administration; Lend- 
' -lord-Tenant Cooperation, Use of the Flexible Ferm Lease, U.. Sy: Dept. 

ef Agr., Weshington, 1940. — ; Re ey cea te 1: 
20/ FSA Instruction 732.1, October 25, 1936. e ae 
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- Beginning in the last half of 1942 emphasis wes placed on obtaining 
-.leases for the war's duretion, or 5 yeers, whichever wes longer, and 


agreements were common, the written egreements heve merked the 


who would agree to the desirci type of leese, 


. Administration borrower. There is no doubt that Ferm. Security Adminis- 
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A drive wes launched in the fell of 1941 to have ten model leases 
Signed in eech county which would meet the following objectives; 


l. Make use of the compensation principle for the making 

of fsrm improvements; 

2. Make provisions for soil conservation in the improvement 
practices and provide for compliencs in current progrems 
of the U.S.D.A., unless the rehebilitetion of the femily 
would suffer; - De os fe 


3. Provide repeirs end improvements so thet housing in 
"  8ccordence with minimum standards would be aveilable 
to the family; . 


4. Provide’ for vroodland management to bring income to 
both lendlord and tenrnt; 


>- Provide sccurity of tenure in order to ccrry out the 
-Severcl objectives; 


6. Provide for sn unijerstonding regarding proper finrncing 
to i:plement the improverents in tenure relationship; 


7. Make provisions for s self-sufficiency program. 


e Speciol "war lease" form wes introduced as < Supplement to existing 
lecses, or in the ebsence -of en existing lease, or wher2 a regular 
lesse could not be obtained. . 


Results.— The reports of progress show that the measures to improve 
rentel errangements herve resulted in obtaining written leeses and 
provisions for gerden and pzsture for a high proportion of tenents, 
but they have been less successful in getting eutomtic renewal, long- 
term, compensation, end repairs and improvements provisions (see 

Uhep. 16 for details). Emphasis'hes been shifted from the negetive 

to the positive aspects of fsrm leases. In the South, where oral 


est-blishment of 2 new relationship between lendlord and tenznt. Re- 
quiring <. satisfactory lease hes forced tenants to seek landlords 


The implications of a written egreement in improving the status of 
femilies not accustomed to such an arrangement hes not been carefully 
Sppra 356d ea leet een yee eS 

An observer of the experience in 5 kiisscouri counties seys: "It was 
frequently necessary to re-negotiate rental terms 2nd in meny cases 
more reasonable terms were procured for the borrower. There wes. 
Some tendency for unscrupulous 2gents or owners to esk more rent if 
they knew the individual applicant was likely to be a Farm Security 
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tration influence did help tenants to get a more reasonable agreement 
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in spite of some inclinetion on the psrt of ferm ovmers to inflete 
rent values." 21/ 


dy 
. ) Problems were encountered in promoting the tenure improvement progran. 
The metter of deciding upon.equitcble. rates was frced. Lendlord 
objections to provisions for dividing Government benefit peyments 
with tenants were reportéd. Not uncommonly the lezse wes considered 
just "another form" which wes a condition for the loen. and wes not 
reed, nor taken Seriously, by cither lendlord or tenant. In the 
seme spirit, the leese might not be filled out completcly by the 
supervisor or might not. be required to be filled out completel-. 
Supervisors often did not have time for complete discussion of terms 
with both parties to the lease or for its gradual development 2s an 
educetional process. Basically, where the lease wes e threst to 
léndlord control, it might be disregsrded by tacit agreement or 
~through coercive measures. Ors tenant might choose to disregard 
the terms end the lendlord might havz little recourse. Formal pro-— : 
visions actuclly meen but little without understanding, good faith, 
snd @ will to perform by beth landlord and tenant. | 3 : 
Without question, the customs with respect to rental srrengements - 
which the tenure improvement progran sought to ‘encoursge hve wide 3 
support. 22/ ; ; oi 


‘ 


21/ Harness, op..cit., p. 16, 
-22/ See, for example, -North—Centrz] Regione] Committee on Land 
Tenure Kesearch,: Improving Ferm Tenure in the. Midwest, Ilinois Agr. 
Expt. Stat. Bul. No. 502, June 1944, pp. 158-159; N. C. Rochester, 
Succeseful: Ferm Tenanc Fractices, Clerison Agricultural College, Cire. 
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CHAPTER 15 


SPECIAL PROGRAMS* 


Under the FSA several special progrems were instituted to cope with 
problems peculisr to @ specific locelity or to 2 special group or 

to test out new methods in « limited area. It wes but natural thst 

>. forward-looking progrém coping with the totelity of problems faced 
by farm families should encourege such developments. The basic reha— 
bilitation idee of credit plus supervision itself grew from trial 


efforts in 2 few Stetes. The viork-grent procedure end the environmental- 


sanitstion grent progrém ere examples of tools developed on e trial 
basis and then diffused throughout the country by edministretive 
chennels. ; : 


Among special programs thet were generally limited in geogréphic scope 
were the following; fsrm unit reorgenizatim -in the Southern Great 


.Plains; an experimentel forming project; the special Negro community 


program; the noncommercial experimental project; Nspecial areas"; the 
Southeest Missouri project; the special real estate lomn progrem; 
water facilities and cooperstive programs with other e¢gencies 2s in 
Greene County, Goi, and Cofice County, ala., and on -2. national basis 
with WPA and the Federel Surplus Commodities Corporstion. 


Farm Unit Reorganization sn the Southern Great Pleins 
During and following the severe drought of the thirties, a special 
rehebilitetion orogram in the Southern Greet Pleins wes developed to 
encourage’ the enlargement of ferm units when desirable end to make 
fundament21 adjustments in the system of farming. This was commonly, 
known as the "unit reorgenizetion program." 
Farly efforts at rehebilitation in the Southern Great Plains ran 
immediately into problems associated with cssh-crop ferming in e 
high-risk areé — soil erosion, weconomicelly small farm units, and 
unstable tenure. These problems were inter-related and on most farms 
the adjustments to echicve a more stable system of farming were con—- 
tingent uvon increascs in the size of farm or inercescd stability of 
tenure, or both. ; 


The conditions necessary to & sound progrem of soil conservation were 
similer; tenure secure, enough to permit the r-storation of the land 
and the development of «& steble system of ferming; ferm units big 


enough so thet & considerable part of the acreage could be kept in 


v 


; : : . aN “eh d . WEL “ : % punt neds 
fortanstely, there were resourccs =t hand to. facilitate, the edyust— 


ments. A considerable number of farmers. had left: the area during 


: = Pesktast . 5 er me ‘ a er 
% Sections on ‘Farm Unit. ieorganiza Ton in the oouthern Great Plains" 
and “Experimental Forming" prepsred by Orlin J. Scovillé, Bureau of ” 
Agricultural Economics; -"The Specizl Negro Community" Progrem prepared 
by Giles A. Hubert, Fisk University; "Noncommercial Experiments1 Pro- 


3 


a 


ject" by Rachel Rowe Swiger, Bureau of Agricultural Economics, “water... 


Fecilities" end "Use of Other Agencies" by Olaf F, Larson and Paul 
J. Jehlik, Bure2u of Agriculturz1 Economics, and remainder of chapter 
by Olaf F. Larson, Bureau of Agricultural Economics. 
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the drought, snd there was 2 large acreage of idle and «bsndoned 
land: coats 


An effective rehabilitstion snd soil-conservation progrém ‘calied for, 

the following ‘specificaticns.. : 

1. <A shift in type of farming from cash crops to diversified 
crops and livestock. 


2. An increase in the size of farms to provide adequate 
~ incomes and permit diversified farming. 


3. Security of tenure to permit plans to be laid for building 
a stable ferm organization involving revegetetion of certain 
areas; application of soil— and moisture—conserving 
practices: development of stock water, and fencing; leases 
for e considerable period of years, and rentals reasonable 
enough to permit land best suited to grass to be so used. 


4. The rehadilitaticn of land through the construction of ter- 
races, contour furrows, water-spreading devices, or through 
the time-consuming process of restoretion to gress. heha- 
bilitatioa of the lend involved technical guidance, 
specialized ecuinment, and certein materials, and could 
be accomplished only over @ period of yeers. 


5, The extension of credit for the development of such farm 
units, given for a period sufficientiy long to permit the 
earning povier of the ferm to be built up through improvea 
productivity of the land and the building up of a livestock 
herd. As e safety factor, the retention on the farmof a 
substantial nert of production during the first years of 
operation 2s a feed reserve, 


Developing e progrem.— To meet the special needs of this aree, a 
joing progrem was developed in the regional offices of the Farm 
Security Administration and Soil Conservetion Service, and the regional 
office of LandUse Ooordinetion, during the winter of 1937. The ob- 
jective of the program and the function to be performed by each ogency 
were promulgated in a Memorandum of Understanding signed by the 2 
regionel directors November 24, 1937. This document, together with 

a special authorization from the Secretary of Agriculture permitting 
the making of loans for 2 period of 10 years 1/, furnished the basis 
for development of the program. The text of the memorsndum is given 

in Appendix D. ar eer 
Other agencies were enlisted informally in the development of the © 
program. For instance, full use was made of AAA practice payments 
to encourege desirable farm practices and benefits and services f 
aveileble. under the Water Fecilities Program were utilized to aid , 
in the development of a dependable feed supply. 


The unit reorgenization program furnishes a stimulating’ exemple of 
the way in which the farm progrems of different agencies can be 


Letter from Secretary of Agriculture to the Administra 


tor, Farm 
Security Administration, Sept. 15, 1937. . ae eos 
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blend.d together by leedership in the field to meet a verticuler locel 
Situation with very little alterstion in existing reguletions. The 
fact that the regional he-dcguarters of Several units of the Department 
of agriculture were then located in the same city 2/ and were assisted 
in the coordinstim of their activities by a resident representative 
of the Secretary of Agriculture must have been of greet im-ortance 

in the development of the progran. 


Eow the program worked.— The unit rcorgenization program was inéugursated 

early in. 1938, 5.The doans Were made =s a vart of the regular rehebilita— 
ion program. The Special features of unit reorgenization loans included 
the efforts to buiid up the size of units, the longer terms of loans 

(the maximun being 10 years compared with 5 usual at thet time in the 

regular rehabilitation program) and the cooperative development of fam 

plens with the Soil Conservation service. Also certain activities 

Which were a Dertoof the gener: ] rehzbilite tion progrém were given 

greiter emphasis in connection with mit reorganizetion loans. These 
included efforts to get long-term leases, to eliminste "subject to 

séle" clauses fron leases whenever Possible, to adjust rents] LENS Te 

tax cherges on grasslend or lend adevted to restoretion to encourage 

its retention in such use, the inprovement. of lend ang buildings, and 

the adjustment 2nd ConSolideticn of debts. 


Progrzm. The reorgéenizetion of' this unit involved the addition of 
Some pasture, the construction of an irrigation well, a trench Silo, 
dairy barn, end poultry house. As 2 part of the plan, the pasture 
"SS contour—furrowed anj fields were leid out on the ‘contour. A new 
purchase contract was worked out in which payments were based upon 


.the earning capacity of the ferm. The tote] cost of all major adjust- 


ments was $608, 


Efforts to enlerge farm units.— This objective wes eccomplished in 
Several differcnt weys. The operstor might be able to obtzin 
satisfactory leeses on additional land by himself, or the FSA end 
SCS workers might mow of aveliable lend and bring lessor end lessee 
together. Efforts were made to fit the reorgenizetion procvram in 
with lend~2cquisition éctivities of the Depertment of Agriculture, 
So thet lands bought by the Federal Government could be used to pro- 
Vide the additional grezing land needc2 to develop a stzble ferming 
system. Efforts were 2lso made to obtain Satisfactory lesses of 
State school lands end tex-delinquent lena. 


Land leases were mede between the client am thc owner, the functions 
of SCS and FSA being to eid in the location of suitable land, to advise 
with respect to the Conditions of ths lezse, and. to édvance funds for 
the payment of rentals. . 
No formal stendards were established with respect to edequate size of i 
ferm mits, but use was made of availeble econonic Studies. Also, 
the plan of conservation operations developed by the SCS, and the 
FSA form and home plan furmished beses for judging the adequacy of 
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" individual farm units. It was not required thet tracts of land be 
¢@ contiguous, or that any of the acree#ge, originel or edditicnal, be 
owned by the cperater. 


Among the items considered in enlerging a frm unit wes the effect 

‘of the adjustment on other farms in the erea. An efiort was made to 
encoursge the leesing of land by the farmers situeted most advantageously 
with respect to it. However, reorgenizations were mede as farmers 

became interested and as lend became available. There was no plen 

for reorgsnization on a systematic area or community-wide basis 


Improvement of tenure.— Meesurcs to stebilize tenure included the 
encouregement of written leases, lenses for ¢s long e term of yeers 
as could be obteined, the eliminetion of "subject to sale" provisions ° 
from leases if possible, and efforts to secure low rentals which 
would make it economicel to keep lands in gress th:t were not adapted 
to crop production. ‘i 
The development of satisfectury tenure for reorgenized units was 
exceedingly difficult. In many cases the reorganized unit would 
‘consist of tracts owned by 2s many ¢s eight landlords, meny of them s 
living fer from the Great Flains. Many owners of poor croplend were 
reluctant to have the lend restored to grass hoping thet with the 
return of favorable weather it could be rented or sold es cropleéend. 
Ovners were Seldom willing to omit a "subject to sale" provision 
from leases and frequently were: unwilling to lease for a long term 
ze of yeers. In 1939 the everege length of lease on unit reorganizetion 
: farms in the different States ranged from 3 to 5 years. 3/ Lfter 
some negotiation, the Federe1 Land Benk of Wichita egreed to mke, 
| - leases for as long es 5 years on its lends, 4/ but did-not surrender 
| the right to sell at any time. However, whenever possible, the Bank 


| followed 2 policy of selling tracts thet were in reorgeni zed units to 
| the operator on'a contract basis. 


» ; It should be mentioned that in num2rous cases reorgenization did not 
| involve the use of additional land, but merely more Secure or 2 
“equitable le@ses. In somc cases farmers hed been using idle land for 
grazing without a lease, and frequently the same lend was 
grazed by other farmers.’ As 2 consequence of the drought many farms 
had been abzndoned and tne land left idle; fences were dorm or gone 
peakir ely end such lend w-s commonly used es free range. One purpose 
of the unit-regrgenization progrem wes to stabilize the tenure end use 
| of such lend, so thet grazing could be controlled and conservation 
| me2sures applied. It wes estimate] thet in 1939, fror 50 tb 60 percent 


( of the total acreeg: of land operated by farmers in the unit reorganiza— 
tion progr:m was not under ersorsaee management before it was incorporated 
into .a: reorgenized unit. 5/ ; , 


~ Ferm plens.— Because bold edjustments in form organization were callgd 
for, and because of the need for the application ef crnsetve Mone: 


3/ Unit Reorganization, Farm Security Administration, Region yeoman 
. Amarillo, Tex., Unpb. ms., 1939, pe-4. 
: 4/ Lionel C. Holm, 'Yshat is Happening to 1 Forms: Tailored to. gel HELE 
Land Policy Review, Oct. 1940, pp. 8-13. 
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prectices for soil end moisture, it was felt thi-t the usuel farm and 
home plan would not be suificient, end a formal agreement wns cntered 
into with the Soil Conservetion Service whereby a complete plan of 
conservetion operations wes to be mde for the reorg*nizec unit, based 
upon conservation and range surveys. This pian included a 10-yesr 
agronomic, range, 2nd lsnd-use program. ‘where fairly elaborate 
Structures such es fences, terraces, and stock ponds were needed, the 
Specificeticons and dates of constructicn were stated. The tesk of 
improving farmsterd facilities, constructing fences, and rehebilitating 
the lend wes thus broken dowm into segments — a vart to be done each 
year. in this way the yearly work load 2nd financial obligation were 
reduced to menagesble proportions. 


In eddition to the plan of conservetion oper: tions, the usuzl FSA farm 
end home plan wes prepered, usuplly covering a year's operetions. 
Imprevement of lend and buil?ing.— The unit reorgenization program 
wes begun in the eres which 2 yeers before hed been the very heart 

of the Dust Bowl, Most of the lend wes not so Severely eroded as to 
preclute the growing of field crops when favor:ble wecther retumed, 
but the establishment of new stznds of ersss to permit the development 
of livestock farming wes a complex problem. Moreover, the limited 
acreage of virgin sod wes badly ercded and infested with weeds, re- 
quiring severcl years of favorable rainfrll to restore its grazing 
capacity. 3 : 


The farm buildings and weter systems were inadequate in many ceses 
for livestock farming. 


aS @ part of the unit reorganization progrem, farmers were encouraged 

to cooperate with the ACP and the SCS in the use of renge and cropland 
improvement prectices for moisture and erosicn control. Pastures 

were fenced, wells and stock ponds ‘ere constructed, end trench silos 

were jug. 


The 10-year loan.— Beceuse of the length of time required tor the 
restoration of the productivity of the lend, the eccumulation of feed 
reserves, and for building up a livestock herd, the usual rehabilitation 
loen, extended for 2 period of 5 yeers, wes inadequate. Special 
permissicn wes obtained from the Secretary of Agriculture to mike 
Joans for terms up to 10 years, Some unit-reorganizaticn loans were 
made for shorter pericds. It was required thst the client have security 
of tenure over mest of his acreage for the period of the loan. 


Extent of the program.— Most of the unit-reorgenization loans have 
been mode in southsestern Colorado, southwestern Kenses, the pon- 
handles of Oklahoma ene Texas, and the pleins counties of northeastern 
New Mexico. Of the first 133 lorns, 88 were in Oolorado, 20 in Texas, 
13 in New Mexico, and 6 e-ch in Kansas end Oklahoma. fs of June 30, 
1940 approximately 400 such loans had been made. Few loans have been 
méde in arees in.which most of the land has been plowed for it is 
difficult to establish livestock units where there is little grassland. 
This condition restricted the development of the program in Kansas, 
particularly. . : Delcam oye 
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After the United States entered the wer few mit reorganizaticns were 
ettempted because of the high prices for livestock end competitive 
bidding for land.. It is stated that "...the loan limitation of 2500 
is not a sufficient amount of money to purchase enough livestock to 
make an economic unit." 6/ ) 


Authority was given for the development of the progrem in regions 
other than the Southern Great Plains, but very few such mits have 


_been developed. There is need for the program in meny parts of the 


United States but the urgency is not so greet, and the conditions 
necessery to reorganization, perticulerly the availability of land, 
heve not been so favorable. 


Accomplishments.— For the most part, efforts toward unit organization 
heve not been directed to the enlargement of very smll units. 7/ 

The original units have averaged sbout 1,200 acres, of which an 
everage €20 acres was renge pesture anc’ #9 acres croplend. The re- 
orgenized units contzin an everege of 2,050 acres, of which about 
1,620 acres is renge lend ond 430 ecres cropland. 


“ 


Pn ee 
By the end of 1939, fermers' who had received unit—reorganizetion 


loans in 193€ enc 1939 hra 40 -head of cattle per farm, compered with 

en everzge of 13 head before entering the prozrem. N:t vorth had 
increased from $428 per farm to “wl,134, ani indebtedness, to FSA 

and other creditors, hed incressed from 2,195 to 92,885. This in 
crease in indebtedness would be expected because cf the capitel out+ 
leys required for developing the forms, end the relatively low income 
thet could be expected during the process of development. It should 

be noted that. these figures refer to the first 2 yeers of the program 
and therefore include clients who hed participated not more than 2 years 
and in many cases only 1 year. 


These farmers had accumulated an average of 23 tcns of roughage and 

had 412 acres of grass reserve thet had not been pastured during 1939. 
Acreage in feed crops hac increased from 69 acres per farm to 112 acres, 
Supplemental pesture inereasec from 5 acres to 20, and the ecreage of 
hay, tame and native, from 6 to 15. An everege of 1’72,.2cres which at 
one time had been used for crops was being restored to grass. 


As 2 general policy, 2 minimum number of enimal units were bought 


‘et’the time.a borrower entered the progrem to permit the family to 


"grow into" the livestock business. This servec to ksep dorn the 

size of individual loans but it also retarded the progress of some 
borrowers. In some cases it is reported thet insufficient funds were 
edvanced to permit the operstor to buy enough livestock to utilize 

all the available feed so overhead costs qn such units were high in 
reletion to the income received. At the time these loans were heing 
mede, however, it apperred probsble that the trend in cettle prices” 
might turn jovrmward within the next year or two, and a ccutious policy, 
Seemed édvisable, ae ea eas 


6/ Letter of Ray BE. Davis, Acting Regional Director, Region XIT3 

Ferm Security Administretion, Oct. 27, 1943. ay 

7/ Figures in this section are based upon 2 survey of 71 representative 
units made in 1939, See Holm, op. cit, ‘iponpas Sieve 
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As of October 27, 1943, 80 percent of the unit-reorgenizction farmers 

in Texss ond New Mexico hed liquidated their indebtedness to the FSA © 
8/ end reported a net worth of from $3,000 to $6,000, In Clorado 
approximately 85 percent of the borrowers with unit-reorganization 

loans had repzid their losns in full. 9/ 

Comparable data are not 2vaileble for other Plains States; but there 

is no reason to think that the results have been materially different. 
To some extent this very setisfectory rate of progress cen be attributed 
tc the fevorable price situation during the period. 


bd 
| ed 
DS 


Unit reorgsnizaticn_ and the farm-enlergement program.— The unit reorgan- 
ization program should not be confusec with the ferm enlargement pro— 
gram, under which lend owners‘may buy ediiticnal tracts in erder to 
obtain adequate mits. The farm enlergement program is now carricd 

on with Farm Ownership Funds, involves the purchese or lend rather than 
leasing, end is limited to persons who owm the lend they operate. In 
most cases form enlargement coes not involve extensive reorgenization aa 
of present systems of farming. ' piven ‘ 


Evaluation of the Unit Reorgsnizaticn: Program.- Without question, the 
univ reorgenization progrom hes benefite! the individuel farmers who 
heve particivsted. Their farms heve been enlerged to 4 point where 
_the kind of farming crn be precticed which will afford an income of 
sufficient size and stability to maintain an adequ*te level of living 
-, and permit the eccumuletion of reserves to tide the operctor over all . 
@: except the most severe periods of drought anc depression. 


The program hes else benefited the econcmy of the area by promoting 

better land use end soil and moisture conservation. Hcewever, the 

progrem, as developed thus far, covers only @ very smell part of the 
acreage in need of such adjustment. : 


As a method of accomplishing land-use adjustment, the unit reorganiza— 
tion. progrem has several ettractive features. It can be auickly gotten © 
under wey for the necessary agencies and authorization are alrecdy in 
existence. It places a considerable pert of the initiative with the 
fermers, which is conducive tc hearty cooperetion end low administrative 
overhead. The initiel unit-rcorganization lcan has. avereged something 
like three times thg size of the usuel rehabilitation loen 10/ but, » 
as the reorgenized unit ¢omes into procuction, supplemental loans and 
grants should be considerably less than for the average rehabilitation 

-ease. The cost of the progrem end the size of loan per farm are 
reletively low, compared with tenant purchase. | 


The program has limitations which have retarded its rapid extension 
‘and have disrupted some units after they had been established. Fro- 
bably the mest serious problem has been to secure sufficient land 
, : ’ : — 
| 8/ Letter of Ray E. Davis cited previously. : ; : 
9/- Lettér of F. F. Higbee Feb. 25, 1944. °° wees. ; 
10/ Unit reorganization loans made in 193@ averaged $1,740 per farn. s 
..*-: Jn the Southern Plains region, the median loen to new standard rural 
e rehabilitation berrowers in 1938 was $608 anc 53 percent of such 
borrowers received from $250 to $749. Unit Reorganization, p. 6 and 
_BAE Study of Standard Loan borrowers, 1930-39. 
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under satisfactory conditions of tenure. It hes been accentuated by the 
attractive prices for farm products and favorable growing conditions of 
recent years which now tend to stimulate crop production in the Plains 

even on small farms, As 4 result of the increasing activity of the lend 
market, owners are reiietint to give long-time leases, and there is in- 
creasinz danger that parts of a reorganized unit may be sold and the unit 
will disintegrate. i 

Increased stability might be given to the program if it were possible to : 
buy the headquarters unit, at least in the range livestock areas, where 
such a purchase frequently would control the water supply fcr a considerable 
acreage of adjacent range land. In view of the increasing importance of 
"part owners" es a tenure group in many sections. of the country, such an 
arrangement might have value elsewhere. But purchase.of the headquarters. 
unit would make it.all the more important that SEE leasing Sea e 

be obtained on the rest of the unit. 


The difficulty of obtaining land at rentals low noch to permit use of . a 
the land for grazing has been mentioned. It seems that solution of this 

problem would materially advance the prospects for unit reorganization. 

This might involve the zoning of land to direct its use, equitable and 

reasonable real estate taxes based upon a land classification, and 

financiel eid and other ee ee to encourage revegetation. of marginal 

cropland. ; : 


Efforts to set up reorgenized units in the Plains ere most likely to succeed 
‘ in areas where there is a considerable acreage of grassland, because of the 
ower cost and greater devendability of the feed supply and the rapidity 
with which the shift to livestock farming can be effected. Even in such 
areas there is some question that a family-sized farm unit cen be established 
which will withstand the ee of unusually long droughts. 


iia 9 apreirs that the unit peor sonigation program could not be extended 
very far without the development of an over-all master plan of reorganiza-— 
tion to prevent the mlargement of some units by the use of land that ~ 
ought to be attached to some other unit becouse of its location. Such 

a master plan should take into account the use of Federal and State-ovmed 
lands where they are available, so that the distribution of grazing rights 
to such land could be made an integral part of the unit reorgenization 
program. — 
It would be difficult to delineate the areas to which the unit reorganiza~ 
tion program might be-adapted. The principal farming regions in which 
there is a widespread need for the reorganization of crop farming into 
livestock or crop—livesto ck systems, are the Norther n and Southern Great 
Plains.» The enlargement -of a substantial proportion of farm mits, 
accompanied by various adjustments in types of farming, is needed in 

many parts of the Appalachians, in cotton areas of the Southeast and 

South Central Statcs, and along the southern fringe of the Corn Belt, 

The problem is found’ to some extent in other areas,” \ ae 


In many of these arzas additional iand would not be readily evailable for 
the enlergement of units. In some aréas the problem of restoration of 

the lend might not be so difficult es in the Southern Plains, but drainage 
- clearing would be involved in many instences. There are probehZy few 
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areas outside the Grest Plains whsre the unit reorganization program offers 
attractive opportunities: for widespread application, but a similer program 

would be a useful device in all-ereas for assisting individual farmers, 

who have need for enlerging their farming operations end an oppertunity to 

do So in terms of available resources, 


Need for new ways of farming in low-income areas.— The very low farm 
incomes that prevail in meny areas reflect the difficulties encountered : 
by farmers in making e living under their present system ef farming. 
Sometimes it appears that changes could be made in the farming system 

that would improve farm incomes in such erees. ‘It is difficult to 
approximate in advence the results that will be obtained from the intro— 
duction of enterprises or practices that have not been thoroughly tested 

by fermers in an areca. In low-income areas uncertainty with respect to 

the results is greater than in other arees, and, for the farm operator, the 
consequences of féilure ere more scrious. It is obvious therefore that, 

in low-income arzeés, experimentetion in new ways of farming should be 
eerried out in a wey thet will protect farmers egeinst the possibility of 
further reductions in their meeger incomes. 5 


Experimenting with ectval farms.— In connection with the Special Areas 
Program of the term Security Administretion, a procedure was developed 
by the FSA and the Buresu of Agricultural Eonorics for the purpose of 
experimenting with the orgenizetion of a fev actual farms in low-income 
arecs. Arrangements were made for the informal cooperetion of the Forest 
Service and the Soil Conservetion Service. Plans for the experimental 
program were worked out in 1941. | | 


A number of ferms, not to exceed 10, were to be selected for experimentation 
in each of a few Special Arezs. These farms-were to be the basis for an 
expcriment in shifting to enterprises and practices that were new to the 
ares, but thet showed e prospect of increasing farm returns.. The experi- 
mental chsnges in ferm organization and practices werc to be completed 
within 10 years.” 


It wes specified tht the fermers were to be owner-—operated beceuse this 
would assure stable tenure during the expcrimat and avoid the necessity 


-of working out the ferm adjustments with landlords. The farms selected 


were to be representative of those in the area. I+ wes suggested that 
farm operators should be chosen who had shown different degrees of 
menagerial success. An effort was to be made to select operetors who 
would be representative of the ares with respect to-health, age, and. 


family composition. Murther, only those »perators were to be selected 


who would understand the program and cooperate throughout the period of 
the. experiment. 
Cooperative agreements.— It was planned that the cooperating farmer 
would agree to: cia Rae as 


as Help in planning the reorgenization. 


ies ‘Assist in revising the plans from time to time to meet 
» -chenging conditions. . 
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Follow the plens 4s they were set up, 
Keep the necessary records and SEB 


Advise with the ferm-management supervisor with respect 
to eny changes from the plan which he might want to make. 


Devote his family lebor and farm resources to the" prorran. 


The Ferm Security eens agreed to: 


“ld e 


4. 


The Bureau 


She 


Finance the © anges and shifts in ferm organization end 
improvements, end provide the working capitel on the basis 
of planned results (losns and necessery grants to be, used 
on the besis of plenned income and expenses). 


Make 4 reaccounting each year and a finel accounting at 
the end of the period te ascertain the amounts for which 
borrowers should ke compensated, and to ascertein whether 
er not the plenned results hed tert the fermer in better 
or worse shape from the standpoint of needed goods, serv- 
ices, and improvements then he would have been in without 
the planning, supervision, and financial assistance. 


Compensate the farm operator each yesr for any losses caused 
by ‘the shifts in farm =zconomy under the terms of the 
experiment (compensation-to be based upon the differences 

in eernings from the farm enterprise followed and the 
earnings from the ferming system previously after taking 
into consideretion inventory increases er decreases not 

due to chenging prices), 


Give adequate supervision and servicing to keep the bor-— 
rower working close to ‘the plan. . 


of Agricultural Economics agrced to: 


Assist in planning the ferm reorganization, advise and 
assist.in guiding the current farming operations of the 
individual fern, assist in keeping records, appreise and 
anelyze each year the results of-the year's farming opera— 
tions, end make a report to the FSA of the progress ¢f the 
experinent, 5 


Make pertinent analysis of the operating end financing 
factors involved efter sufficient data hed accumulated. 


Furnish supplemental budget forms, prep records, end 
other needed record material. (The FSA farm and home: 
record book was to be used as a basis fcr the records kept 


bythe femily!) . ‘a 


Make arrangements for special technicel assistance to be 
rendered: by: Stete colleges, Ppotenent stations, and de- 
partmental-agencies,. Sea 
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The Forest Service egreed, informally, to cooperate on ferms that had 
woodland by furnishing a Sunplement to the record book covering forest 
inventory end forest: reccipts and, rhere a forester wes evailable to 
méke an inventory of the timber resources on the experimente] farms 
and to mark tinber for cutting, 


frogress in Heerd County, _teorgia.— In the fall of 1941 plens were 
leid for setting up the experimentel program in severel Special Areas, 
but efter the attack on Pearl Harbor the progrem wes Suspended in all 
but one aree — Heard County, Georgia. In that county the Ferm Security 
Administration, the Bureau of Agricultural Economics, the Forest Serv— 
ice, and the Svil Conserveticn Service worked together in formule ting 

he experimental plens. In contacts with the fzrmers in the progran, 
the work of each participating “gency was developed around 2 Single 
farm plan. 


Importent features of the plens for all 10 terms included introduction 
of livestock enterprises <s major sources of form income, with a reduc— 
tion of cotton and the substitution of feed crops — such as small 
greins, lespedezz, énd kudzu ~—- for much of the com énd such annuel 
hay crops aS Cowpens and soyberns,. Considering the m2 jor sources ef 
farm income the plens fell into three groups: 


1. Dairying was a min enterprise in six plens, which differed 

"in the combination of other enterprises. Three of these 
Plans included cotton. In those plens not including 
cotton, poultry was the secondary source of income. 


2. Two plans were built around beef cattle as the primary 
Source of income, with other enterprises mainly for 
feed, and for food for home use. 


3+ The other plans were based bpon cash income from cotton 
and poultry; one of these included Ssweetprtatnoes as a 
major enterprise. 
The experimental plens were to be put into effect a 
production of breeding stock end establishment of perme 
temmorary pastures would permit. 


In the pest, menagement of woodlends on the selected ferms has been 
hephezard, the woodlends needed building up over a period of yeers in 
order to reach full productivity. erm woodlend plens provided for 
certain improved practices: 


1. Exclusion of fire from 411 woodland areas, 
2. Prevention of Overgrezing. 


3. Getting fuelwood, fence posts, and other timbers for 
ae farm use, from improvement cutting and thinnings es far 
8S possible, 
t 


4. Removal of undesirable trees to improve stends even 


though timber cut cannot be.used or sold. 
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5. Catting of mature trees for sale or use. 


6. Planting limited créas that are best adapted to timber 
production but that will not reseed naturally. 


At the end of 1944, six of the original ten farmers were still co- | 
operating in the program. 


One cooperetor left the program after the first year because he felt 
there must be some "catch" to it, he said. He covld not understand 
why the Government would be willing to finance losses thet might be 
incurred in chenging his system of farming. In other words, he failed 
to grasp the reél purpose of the progrem. Another farmer wes dropped 
after the first year because he did not put the 1942 farm plan into 
effect. In this one case the fermer was a share-—tenant who intended 7 
to buy the farm he was operating but the purchase wes not cérried out = 
end his continued status ¢s a tenant may h-ve made him indifferent to 
the progrem. One fermer dropred out in 1943 when he got a war job 

an @ cotton mill. One of the most promising of the cooperators was 
forced to discontinue forming because of serious illness. 


Of the six farmers cooperating at the end cf 1944, four had mede good 7 
progress toward accomplishing ‘the plenned odjustments in their 
farming systems. One hid msde fair progress, the chance tc work “in 

é war plent heving interfered with making extensive adjustments on 

the farm. The only colored farmer on the prozram made the least pro- 

gress toward the development of the program plzenned for his frrm but to 

Some extent this was due to c decision to expend his cotton enterprise 
to take advantege of tavorcble wartime prices end it has been prefitable | 
for him to do so. His family farm earnings have been among the highest, 

and his fzrm business has shown the greatest increase in net wortn 

-ameng the ccoperetors. 


These six farmers, taken together, have made practically no reduction . 
in cotton acreege although the experimental plan called for sn ultimete 
reduction to 24 acres from the 40 acres planted in 1941. The plans 

called for a decrease in corn ecreage from 115 scres in 1941 to 45 

ecreas; the ecreege plented to corn in 1944 was 69. Smell grains were 

to be increased from 21 acres in 1941 to 66 acres; in 1944, 29 acres 

were planted. lLespedeza acreage has,been expanded from 13 acres in 

1941 to 30 acres in 1944; the plans call for an ultimate lespedeza 

acreage of 64. The most significant adjustment in lend use hes been 

the establishment of kudzu. There was none of this crop on these 

forms in 1941 but at the end of 1944 75 ecres had been established 

out of a plenned ecreage of 125. | 


Livestock edjustments have progressed more slowly. On the two ferms 
that were to develop 2 beef enterprise there wes 6 beef cows at the 

end of 1944. The plans cail for an ultimete total of 40. Milk cows 

on 611 6 ferms have been increased from 12 to 16, ebout one-third of =; 
the increzse needed to fulfill the plans. The number of hens and 
pullets hes been expsnded from 272 to 507. The planned totel is 660. 
Production hes increased proportionctely although the plans called 

for sn increase in eggs produced per hen. . 
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oe relatively small increases .in-livestock numbers are largely explained 
~ by shortages of feed and pasture. These factors heve also influenced 
@iivestock production although inexperience with livestock has been 


partly responsible. 


Increases in crop yields, except cotton, have not been 


as lerge as 


was hoped for and have contributed to the shortage of feed. Eevorable 
weather and increased use of fertilizer end insecticides, have brought 
marked increases in yields of cotton on nearly all farms. Sweetvotato 


yields in 1944 were 20 percent less than in 1941. Corn 


were about 20 percent higher than in 1941 although the 
fertilizer per acre had been-more than doubled and was 
the rate recommended in the plans. The plans indicate 
corn ylelds on these farms should be about three times 


yields in 1944 
application of 
epproximately 
that eventually 
the 1941 yields. 


Progress mede thus far raises a question as to the accurecy of the yield 


estimates used in making the plens. 


Three years of expcrience 1n the experimentz] tearming progrem, vith 
due allowence for the influence of the war on the timing of desireble 
adjustments, indicates three things. First, s sound plan must be 


Beveloned that fermers will understand and believe in. 


Second, the 


fermer must be interested in cooperating with other people in improving 
the menégement of his ferm. Third, little cen be accomplished if the 
farmer is confronted by such berriers as insecure tenure, poor health, 
or lack of managerial ebility. When these three conditions h-ve been 
fevorsble, vrogress has been good. where these conditions heave not 
been favorable, effective cooperation has net been secured, and cash 
(PRS aes even greater thin those made evailsble under the program 


would not have changed the situation. 


The Special Negro Community Program 


In close connection with the Special 4rees program of the FSA, a pro- 
gram designed to strenethen and develop certain Negro farming neighbor- 
hoods was begun in 1935. -These were neighborhoods selected in perts 

of the South (one in each of eleven States) which were typical of many 
other neighborhoods where there was a firm nucleus of ferms owned and 
operated by Negrces and at least some beginnings of community solidarity 


end ae Spirit. 


The basic Siineasity cf this progrem wes expressed in a memorandum sub-— 
mitted ty Giles A. Hubert of the Rural R-hebilitetion Division in July 


1939. eRe NG from this memorandum follow: 


"It is a cndenert al. premise thet our governing objective is to con-— 
tribute to the developmsnt of a vital and progressive yeom*nry for 
southern egriculture. This grented, it is suggested that just as 
individuals cen best develon in securely situated end stable femilics, 
so these families can live 1 fuller life and reech a higher general 
status of achievement when working togsther in communitics so organized 
that they ere served by effective economic and social institutions | 


whi ch«a are EQS in the interest oe the people. 


"We are Steet interested in the kind arora men ‘has —— his crops, 
@.;; livestock, his house and his barns. A well chosen, comfortable 


end efficiently operated farm is a basic requirement ris good living 
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in rural erees, But, after all, the reeson for desiring good corn, 
cotton, peas, vegetables, cattle and milk is that w are basically 
interested in there being good pcople. We can select good farms, we 
can build good hoyses and barns, we can teech good farm and hone plens 
and prevail upon people to keep records; these are all good — the first 
Steps. But these in turn must be fixed and perpetusted in psersoneli- 
ties, in community and group traditions or else our efforts vill die 
away when close supervision cen be no longer provided or with the p2ss— 
ing of the first generation. If out of all our work there does not 
come @ sort of group solidarity Supported by 2 bond of loyelities, and 
if out of it all there does not arise a leadership which can take over 
énd carry on where our ‘management! leaves off, our new white houses 
are destined to become tombstones for 2 greet idea that somebody had 
and a grand humenitarian effort that Somebody made. 


"The Negro rurel populstion h-s ecnerelly been 2 tenant and ie boring 
populetion. The status of tenancy in the South hes usually meent a 
stetus of insecurity. The instebility of the tenent pepuletion is 

well known The plentation hes been the only unifying element in this 
Situation with its prternclistic Gominance over the populstion. “here 
there is no plentation or where the plentation is disintegrating there 
has been none....One of the saddest of pictures is thet of the school 
building siturted alone in the open field or the church unsurrounded 
at the crossroads. The setting is as though they were something apart 
and imposed upon the life rather then en integral part of it. Small 
vonder thet efter the school building is five yecrs old it is beginning 
to fall apart, steps are felling dovn, window panes out, peint weshed 
off. The teacher lives in town, goes out to his job 2s 2 worker to 


ne 


the fectory or as © clerk to the office building. He doesn't feel 


himself ea member of a community which he is trying to lead lergely be~ 
ee ae eee i os eee ae OL a a NO Ee Largely be- 


cause there is no community.... 
a OTM CY 


"Negro ownership is smell relstive to the mess ol tenancy. uch of 
this ovmership is scattered over the countryside dominated by tenancy 
énd its masters. They are truly the lonesome ones. Their. very 
existence is opposed to the system by which they ere surrounded. The 
_church they ettend is dominsted by a shifting end unsteble tensnt 
populstion, Their schools... They must be financed by the seme system 
which is gesred to fingnce tenancy. They must morket their products 
through the channels dominated by the owners of tenant ferms end 
plantations... Usually under the protection of some landlord ri end: 
they succumb when this protection disappeers. Their battle is a hope— 
less one. They, also, know nothing of free community life. 


"But here end there, there hove developed e number of n-turcl Negro 
neighborhoods and zommunities. Representing a sm°ll minority of Negro 
fermers as a whole, these little jabs of ownership represent the 
pioneer effort among Negroes at developinz for themselves a communi ty 
in the life of which they could hove full perticipe tion end a measure 
of control over their own aifairs. Some of these h-ve become lerge 
enough to develop and support 2 tom (ound Bayou, Boley, etc.). These 
have been much publicized and hve ottrected much attention. We are 
more interested here in the much moré numerous but sméller and less 
weli known rural neighborhoods scattered here énd there threvchout the 
South. These neighborhoods have never been enumereted. Only a few 
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pal or he 
of them have been studied. But they sre well knovm locally and recog- 
nized by names although they seldom appear on the general maps. 


"It is proposed that 2 scrious effort be made to locate those existing 
Negro neighborhoods end conmunities which heve development possibilities 
so fer as the people, the land, the present Stete of integration is 
concerned. Once a neighborhool is selected for improvement the local 
State end county committees would be preveiled upon to concentrate a 
sizceble number of good TP and Rehabilitation clients in the community. 
Efforts would be. mde to refinance es many of the present farm owmers 


“as is possible in the neighborhood, These steps would lead to financial 
‘stability. . ; 


"There would be employed a Negro County Rehébilitetion and Tenant 

Purchase Supervisor who would serve the gencral aree, but who would 

heve his headquarters or rether live in the selected Negro neighborhoed. 

He should make himself a part of the community end furnish it with all | 

the leadership and guidance which his time vermits. He could lesd 

in the development of comrunhity cocpéretive enterprise. Through his e 
Tenent Purchese end Rehabilitetion clients he could demonstréte better 

ferming methods end urge & ccordinated production program for the 

community. Ie Lome 


"Infiltration of this kind would be much nore effective than where no 
community orgenizetion is contempleted. where there are smell groupings 
of infiltreticn clients such 2s I noticed in parts of Region VI, these 
should be enlarged and integrsted into functionel neighborhoods. They 
shovld heve much the same set-eupes discussed 2bove." 

fs a result of this memorandum and the discussicn of it, @ progrem was 
drawn up end subritted to the regions. There wes to be no change in 

the usual county office set-up in eny county where a. neighborhood was 
selected for development. In most cases a Negro assistant FSA super- 
visor and @ home supervisor were added to the county steff end assigned 
to the neighborhood. The case load of the new team was usu2lly located ~ 
in the community and its immediete environments. © 


Efforts were made to develop seversl good Tenent Purchese ferms in the 
neighborhood, end FSA assistance was offered to ell families who needed 
it. Community and cooperative services were encouraged end steps were 
taken to develop a general neighborhood or comunity orginization. 

The work in the neighborhood wes coordineted with the general county 
progrem, e Seey ; 


In Region VI, the special community supervisors were meade associate. 
county supervisors with more or less complete office set-ups, and 
were pleced under. the direct supervision of the district superviser. 
The purpose of this move was to provide for more independence in the 
development of the community program. 2 


soe 


The following communities were selected for. development end work begun:  * 


xCenter Cross, Essex County, Va. Three neighborhoods in Ceswell Oounty, 


N.C.; xbenmark, Madison County, Tenn.; xSheldon, Seaufort County, Se ES 
xOl¢c: Springfield, Telliaferro County, Ga.3 Camp Hill, Tellapoosa County, 
‘Ala.; xFessenden, Marion County, Fla.: St. Thomes, Hinds County, Miss.}; 
xSilver Ridge, Sevier County, Ark.; Shad} Grove, Nechitoches Perish, 
la.; Taft and Cane Creek, Muskogee County, Okla. 
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In those neighborhoods marked (x) the prozram was still in progress 

at the end of 1943. The others hed dropped out for several re2sons 
including pocr selection of the neighborhood as to its nature and 

as to basic soil resources; local antagonism and opposition; selection 
of incompetent personnel. In case of the Sheldon community in Beaufort 
county, the program was expended to cover other neighborhoods and 
emphasis wes transferred to the St. Helena Island community in the 

Seme county. 


With the development of the neighborhood action program, three of 

these communities were selected for special emphasis — Denmark, Tenn., 
St. Helena Island, “SiG., ‘and Fessenden, Fla. Neighborhood action 

groups were organized and the general community orgenizetion was 
strengthened. In St. Helena and Fessenden neighborhood action was 
directed mainly along lines of locel community Services anc the assembly, 
grading, packing, and marketing of truck products of these communities. 


In Denmark the ection stimulated such community services es 2 cooperative 
jack and mule breeding group and a cream and butter pickup service 

for the whole community. This wes develoved in connection with a 

geners] incresse snd improvement in production of home livestock. ‘At 
this time the St. Helens group had mede definite plans towerd develop— 
ment of group ownership cf fishing boats and equipment including 
locelized refrigeration equipment. 


A study of progress mide in the Denmark community (which includes 
four lerge neighborhoods) through 1943 showed the following improve-— 
ment in the economic situation of the community : 


1. Nineteen families hed been stabilized under the 
Tenant Purchase program. 


2. Seven were tenant FSA borrowers formerly connected 
with the Heywood Farms project. 


3. Forty-one tenants and fifteen farm owners hed been 
assisted by RR loans. 

4. In e2ddition to Tenant Purchase borrowers and Project 
farm units, 22 new homes had been built, 9 houses re~ 
paired, 7 new barns constructed. Much of this improve— 
ment had been rade-without or with only partial financial 
assistance from FEA. Cooperation of landlords in irvroving 
tenant facilities had been part of the program. 


5- The net worth (from the beginning of 1940 to end of 1943) 
of tenant purchese borrowers increased 279 percent, of 
standard loan owmers 94 percent, and of standerd loen 

woe tenants, 44 vercent. 


° 7 


6. For all borrowers the velue of workstock and equipment in- 
creased 153 percent end the value of productive livestock 
increased 142 percent for the Same period. On 28 farns 
Studied the number of milk cows increased from 58 to 91. 
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The number of brood sows increased from 21 to £6. The 
number of: hens iricreesed from 665 to 1,239.4 .°S6:, “the1; 
increase in value of livestock wes not due mostiy to’ 


incress¢ in the price level. 


} 
_ 


In aidition to this, one new church had been built end six had been 


given mi jor repairs, & new blecksmith shop had been established by 
the son of 2 tenant purchase borrower. A new community grocery end 
generél supply store had been built end expanded by one of the 
community ministers, Through the cooperation of county officials 
and other influences one new high school and two new gremmar schools 
had been constructed end three others repaired, "(The county turned 
Over one of the older school buildings to FSA for use ss office end 
community Suildings.) A community bus service for transportation to 
School and to town had been put in operation. Pesecert ot: 


Progress in others of the sclected communities enc neighborhoods h2zs 
not been quite so dramatic cs this but Denmark is rether typical of 
the kind of activities and improvements in other commumities. Some 
heve gone farther in some lines. For instance, Center Cross in Virginia 
developed a strong purchasing and marketing essocistion and Silver 
Ridge in Arkansas took leadership in soil conservetion end a large 
part in the Sevier County purchasing end marketing 2ssocietion. 

eee ‘ an 


The progress mde in these communities substantiates the fundamentrl 
nature of the princinles upon which the program wes besed. Many 
mistakes: were msde in selections of communities and edministre tion 
of the program. An adequate method of reporting the progress made 
in these communities end neignborhoods never was developed nor an 
effective method of follow up from the “ashington level, through the 
regional end State levels; down to the district end cowmty. If this 
had been done, many errors in corrying out the original ideas would 
heve been avoided. Changes in local, district and State personnel . 
made adequate development of the progrem impossible in meny places 
without costant and planned follow-through in administretion. 


The successful communities with few exceptions were those where the 
regione] znd State directors (and in some ceses the district super— 
visors) were thoroughly sold on the idea at the beginning and remained 
in the seme positions long enough to see the program well under way. 
This ves surely true of Center Cross in Virginia, Denmark in Tennessee 
and the program in Beaufort County, South Carolina. In some cases a 
strong speciel comrunity supervisor did a fine job in.spite of 
‘difficulties. . . 


The experiment showed the need of training the type of leadership 
necded for ‘rural community development programs. Competence in 
farm management does not necessarily meen 2. g00d community leader. 
Attention needs also to be given ‘to training of leadership among 
the citizens ~- leadership which becomes a permanent fector in 
community life. 
with the bréeak-dovm of the plentetion system in Scuthern ecriculture, 
Negro farmers and smell white formers are throrn into direct competi- 
tion with-éech other and with other farmers of the world. The changing 
market demands end nev: agriculturs1 techniques, including mechenization, 
mean that these farmers heve to meke rapid adjustments. 
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Negro farmers face a problem of economic survival in an increasingly 


competitive world. They must: learn to live and work together in’ 
grours wherein they can develop the efficiency necessary to compete 
and the moral fiber to withstand. — ‘s 


Such lines of development as indicated by the experience with these 
special communities appears to noint the vay for many. 


By the end of the 1930's many poor rural families were. being reached 

and helped by the Farm Security Administration but there was still a 

group at the very bottom of the economic ladder that were too poor to 
qualify for help under the standard loan program. ‘a | 


The depressed circumstances of this group in most instances were not 
of recent origin. They had gone through disappointment and failure 
repeatedly and they lacked the stimulus of ‘taking part in the. affairs 
of their community and country. Their hope of attaining a better 
way of life had almost disappeared. They needed much more than the 
usual kind of financial assistance and guidance. Before they could 
make effective use of this kind of aid, some confidence in their om 
ability to help themseives had to be created or restored. They 
needed sympathetic understanding, help in identifying their complex 
problems and help in finding ways and means to solve some of these 
problems made possible. 


To develop ways and means of helping such families toward self- 

support an experiment was begun in 1$38 under the impetus of a com— 
mittee in the Department of Agriculture. The FSA was assigned major 
responsibility for the experiment. Relatively intensive supervision 
with a wide latitude for constructive imagination and experimentation 
were te be provided through weli-selected FSA personnel working with. 
limited case-loads. Supervisors were to have. wide discretion in the 
use of grant and loan funds when working with the families. Mental or 
physical disabilities so serious as to preclude rehabilitation were to 
be the only reason for not admitting into the experiment a needy family 
who was below the level of the standard program, but «willing to cooperate. 


In small areas of 10 widely dispersed counties throughout. the United 
States 606 families took part in the experiment. 11/ liost of the _ 


rey) The characteristics of the families are described in Rachel Rowe 
Swiger and Conrad Taeuber, Ill Fed, Ill Clothed, Til Housed — Five 
Hundred Families in Need of Help, Bur. Agr. Secon. and Farm Sec. Adm. 
cooperating, April 1942. The progran and its results are summarized in 
Rachel Rowe Swiger and Olaf F. Larson, Climbing Tovard Security, Bur. 
‘er. Econ., Nov. 1944. Other reports based upon this, experiment include 
the following issued by the Bur. Agr. Econ. and the Farm Sec. Adm. ° 
cooperating. Conrad Taeuber and Rachel Rowe, Five Hundred Families | 
Rehabilitate Themselves, Feb..1941. Rachel Rowe Swiger and Conrad _ 
Taeuber, Solving Problems Through Cooperation, March 1942, and Rachel 
Rowe Swiger and Olaf F. Larson, Yesterday, Today, and Tomorrow — Five 
Hundred Low-Income Farm Families in Wartime, March 1943. Rachel Rowe 
Swiger and Conrad Taeuber, They Too, Produce for Victory, March 1942. 
For an analysis of this program in one county see Charles Loomis and 
Glen Grisham, "The New Mexican Experiment in Village Rehabilitation," 


cat 


Appiied Anthropology, vol. II, no. 3 (June 1943), pp. 13-37. 
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femilies were white but some were Negro. Some were Spanish-Americens. 

> A majority of the femilies hed received some form of public relief, 

~ Half were ferm owners; others were tenents.or.sharecroppers. ‘Work 

experience had been predominantly in agriculture but frequently other 
work had been cone. Ferms were small, livestock and equipment were 
Door, and incomes were restricted. Levels of living were extremely 
low end most of the families were undernourished and hendicapped by 
physical defects. 


Implementing rehsbilitetion.- The ultimate goal of the progrem wes 

to develop in each family the fullest practiceble copacity for self- 
maintenence and social well-being. To facilitate progress toward this 
goal, attention was first focused on work involving the improvement 

ot the depressed economic, heslth, social, and emotional conditions 
prevalent umong the families st the beginning of the progrem. 

“ork tocls.— The seme tools end fecilities were aveileble to families 
in the experiments1 program as to those who were receiving help under 
the FSA standerd loan program but these tools were used differently. 


Supervision.— There wes greater opportunity for more intensive super— 
vision in the experimental progrsm because of the smller caseloads 
anc. the fact that the femilies were nezrer together. As a TULe, gan 
ths experimentel program 1 farm and 1 Eome Menagement supervisor wes 
assigned to work with 2 group of 50 families, wherezs, in the standard 
loen program, 1 farm and 1 home supervisor usually serviced from 100 
» to 300 tamilies or more. Families in the standerd program 2re 
scatterec throughout en entire county or < larger sree wherees those 
receiving aid under the experimental prosrem were usually concentreted 
in a relatively small eren within a county. 


Loens anc _grants.— Supervisors were to heve more leewsy in the use 

of grent and loan funds then under the standsrd program. At first, 

no administrative procedure wis issued regarding the use of loens end 

grents as it wes believed to do so would lessen, if not destroy, the © 
experiment:1 aspect. Leter, the grants were limited to $300 per 
femily or 950 per member, whichover was less, during any year, 12/ 


Work technicues.— The outstanding fect in the initial development 
of plans with the project epolicents was their lack of knovledze as 
to exactly whet they wanted, or what they needed to change in their 
present condition. They knew their ovm efforts hed failed but they 
did not know what hed brought about their failure. 


The information written on each femily's epplication wes enalyzed by 

the supervisor to find clues to the family's problems and needs. After 

this was done a home visit was mde by the farm end home supervisors. 

The femily's problems were discussed in detail with the applicant, his 

wife, and any other member of the family who would be involved in * 

ecrrying out ferm-home plans. The program was explained ‘thoroughly, 

Simply, end in detail, including the services and financicl zssistence 

available to the femilies. Likewise, the role of the femily was pleinly 
& defined. Cere was teken not to lead the family to expect services and 


12/ Administration Letter 509 sae 
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benefits thet could not be definitely granted or obtained. In the 
epinion of most supervisors, these explanations and the extent to 
which they were understood by the femilics, often meant.the difference 
between success anc fcilure in attaining objectives. : 


Isolation, poverty, end exploitation had mede many of these femilies 
cautious in dealing with strangers. Their feer of unpleasantness, of 
personel inadequacy, of meeting new Situations, and other emotional 
difficulties made hard the task of winning their confidence and ieading 
them to believe that the supervisors could understend their problems. 
Genuine sympathy, “tect, interest, as well as the use cf knowledge were 
essential to securing a flow of ideas and a synthesis of thoughts. 


Before starting 2 plan for the farm and home an inventory of the 
family's resources was mde by using @ schedule. This information 
geve the suvervisors e feirly complete picture of the femily's past 
performences, economic resources, occupational experience, health 
stetus, extent of participstion in socicl end educational cctivities, 
end other indicetions of their RI vane. 
The development of farm end home plans wes a family affeir in which 
éli took part. This usually covered several days, with intervening 
time allowed for the femi'y to work out for themselves, step by step, 
the necessary information and planning. (Cre was taken to drew the 
family out, with the ices of heving them rdcognize their problems and 
understand themselves better. Freedom of expression was encoureged 
and the iifferent esngles of approach the family hed thought of were 
considered; new ones were sugrested end weighed with the femily. 

This was continued until the family reached a conclusion that the 
Supervisors could support. ~ ; 


This method, lergely constructive, took considerakle time, but eccord— 
ing to the supervisors it paid big dividends in terms of achievements. 
The supervisors maintain thet the degree of success in cerrying out 
plans was determined primarily by the extent to which the femilies 
took part in meking the plens. Inquiry brought to light the fact thet 
limited progress wes mede in ceases where Supervisors had domineéted 

the plenning and feiledc to consider the family"s personal preferences 
and to discover something of particular interest to the family around 
which the plen could be built. ae 


The importence of planning within ‘the femily's ability to carry out 
has been stressed by most supervisors. They maintain it is much better 
to plan too little than too much, 


To implement rehabilitation, individual differences in needs, person— 
elities, natural resourecs, and status 6f cevelopment were taken into 


‘account in deciding upon a highly individualized approach and follow~ 


up. , As self—recognized ‘success appeared to be a necesséry ingreditmt 
in rehabilitation, Some individusl femily goals had to be set thet 
could. be atteined in 2 comparatively short time. It was necessary 

to explore every practic:l method end device to discover ways of 
essuring each family a sxfe footing in their strugele for advancement, 
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fi  ) Fach phase of the program celled for the goals to be attained, the 
circumstances that would create the problems involved in reaching each 
goal, and prooosed plans to be followed in achieving the goals as set 
up. This was the "what" part of the program. 


To organize the "when" and "how much" part, a calender. of work was 

Set up to show the periods when each phese would be given (1) concerted 
effort, (2) emphasis, (3) regular attention, and (4) the number of 
cases needing essistence in each phase of the program —- the number 

of cases to be based on an anticipated total of 50 families. 


A "Cooperation and Assistance Request Chart" was drawn up showing the 
personnel, agencies, end community resources from which cooperation 
would be recuested, the activity with which each would be concermed, 
and the time when such essistance would be needed. 


Activity check sheets were used in & work notebook by eéch supervisor 
to keep a Simplified running record and to provide a summary of "what" 
work was to be done, "when" it was eccomplished, end "how much" had 
been achieved in e« given period, 


Carrying out a rounded subsistence program involved teaching proper 
cere of enimels and methods of curing and caring for home-produced 
meats; giving instructions in making butter and cheese, preservetion 
of eges for home use, proper methceds of cenning and stcring fruits and 
)  ) vegetables, planning end preparing balanced meals, end making and 
renoveting clothing from elementary work to tailored garments. 
Families had to be shown how to paper rooms, peint woodwork and fumi- 
ture, patch plester, build chimneys, shelves, cupboards, and frames 
for screens, remodel rooms, 3nd instell new windows and wallboard. 
They had to be shown efficient cleaning methods and taught to make 
Soap from surplus fat. They had to be guided in the building of 
berns, 5ilos, range shelters, com cribs, and ice, milk, poultry, 
and storege houses. They had to learn to make minor repairs. 
Directions were furnished regerding the iistallation of water anc 
Senitary drainages, and soil conservation practices, with training 
in feeding methods, rotation of. crops, pest control, and improved 
breeding methods. 


Before that it had been necesscry to give them a good start by guiding 
them in the selection of livestock, seed, fertilizer, end equipment. 
-It was difficult for them to recognize. a good cow or hog because they 
had never owned one. Finally, indirect leadership had to be furnished 
in organizing cooperative services and in carrying out educational 

and social group activities. 


..To improve families! abilities and zs a means of measuring progress, 
they were asked to keep records of their income, expenditures, pro- , 
duction, and other farm and home activities. Each family was given 
a record book and taught how to keep it. This was a ccncrete wey of 
teaching them how to budget their income and it helped them to. realize 
. for the first time how much the farm could contribute to family living. 
' Aside from individual instruction and guidance given to families during 
the home visits, group meetings were held by the supervisors from time 
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to time, to make plans for the next crop year, evaluate past ectivities, 
learn new skills, end orgenize cooperative enterprises. 


In addition to guidance these families needed financial aid — cne 

without the other was not enough. To get storted they needed money 

to live on as well as to buy equipment, livestock, and other items. : ae 
Their resources. and income were too limited to allow the repayment of 

a loan large enough to take czre of their many pressing needs. 


The :supervi soon found more flexible loan and grant procedure 
Was neeced/emong those who could qualify for aid under the standard 
loen progrem. It was usually necessary to build up the resources of 


these femilies through the use of grants before they could be expected 
tc repzy even a small loan. 


During the 4-year period each of the 606 families received en everege 
of $520 grants 2nd an averege of 6740 in loans. 


In making losns cere Wes token in most cases to keep them within the 
family's ability to repey. This usually meant making small loans to 
begin with, end planning for a supplemental loosn after the femily's 
resources had been so built up thet they could undertake to make 
payments.on an eacditional loan. 


A study of the methods used in implementing rehebilitatim: emong 


these families reveals thet numercus techniques were used by the 
supervisors to’ establish a common ground of interest: between them- 
selves and the families. This step was essenti21 to winning the 
confidence end cooperaticn of the family. A method that worked in 
one case was not necesserily successiul in another. 


It was the aim of all supervisors and personnel working with these 


families to help them towerd self-suppert and to provide opportunities 
through increased capacities and resources for greater participeticn 
in our democracy. The point at which the supervisors end other 
personnel began to diverge in their thinking was reached when they 
began to formulate metheds snd means by which the ultimate goal could 
be reached. 

Achievements of familics.- In trying to make any appraisal of 
achievements, the low level from which these femilies made their. 
initial start must be kept in mind. The ills of such Cisadvanteged 
families csnnot be cured overnight. Even after the correct treatment 
$s discovered or worked out, it takes time to get results. And this 
experiment covered ¢ period of only 4 years. 


Progress made by these fomilies during this period was not svectaculer 
in any perticular, But to the people as snljividuals the things they 
accomplished meant a lot. 

In the beginning less than half of the femilies had a gerdcen end 

the average number of quarts of fooi canned per family wes only 167. 
By 1942, 211 the families ned 2 garden end the averege number bis 
querts canned per. family wes 413 -—— an increase of 146 percent. 
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Similer gains were made in producing livestock and poultry for home 
use. And cash income from seles fron crops and livestock on the 
éversge, had fer more then doubled, to bring the gross cash income 
fror: 211 sources to an average of $738. 


Other improvements were noticeable by 1942. The evcrage net worth 
of the frmilies had increased by 63 percent, being up to $1,124. 
Living on the same form more than a yeer was ea new and satisfying 
experience for many families who were renters or sharecroppers before. 
Instead cf oral l-year leases most of the families now renting land 
hed written leases covering 1 to 5 years. Farm expenses had been re- 
duced by saving certzin seeds instead of buying them each year. More 
and bettsr feed had been grovn:for livestock. The total averzge acreage 
in farms had increased by slightly more than one-fourth. Land had 
been improved, 
Deplorable housing conditicns prevalent among these families in the 
beginning were improved. ‘Worthyhile sovings were mace through the 

Se of netive materirls and once-idle family lebor., For example, 1. 
family built a 5-room house with e brick chimney for only $700; a 
construction engineer estimeted the value of this hsuse to be $2,000. 
Hired lsbor was used only 1 day but 7.deys' help wes obtained by 
exchanging labor with neighbors. Netive logs were sawed at 2 local 
mili where the sarrinz bill could be peid with lumber. Formerly a 
majority of the femilies did not have 2 eafe supply of drinking water, 
their homes were unscreened, and if they hac toilets, they were cf an 
unsénitary type. By 1942 most of the families hada s-fe supply of 
drinking water, screened homes, and sanitary toilets. 
Many of the families formerly were unable to heve = doctor at the birth 
of a child. Minor ailments had developed into chronic cases. But by 
1942, more then half (56 percent) were perticipeting in medical nro~ 
grams. «and health conditions in general had been improved through 
better diets, better housing and better senitetion facilities, and 
better medicel end dental ccre. 


Group meetings and discussicn groups were effectively used in spreading 
infornation end stimulating interest in organizing cooperative serv—- 
ices. By 1942, 400 of the families hed become members of one or more 
cooperative services other than health. 


As families increased their income end property, improved their wey of 
living, end contributed food and menpower to a Notion at wer, their 
plsce in the community changed. They came.to be recognized as function— 
ing members and perhaps even notentiel leaders: This change, which 
cannot be evalucted in dollars and cents, hes been a-powerful force 

in the rehabilitation of these femilies. 


The project hes revealei certain lessons as to supervisory methods 
best adaptec to help femilizs at the lower economic levels. They 
ere included in some of the generalizaticns in other perts of the 
repcrt, Unfortuncstely the enticipated experimentel conditicns were 
not mainteined in all counties throughout the projectesoui ts. Tul 
potentialities were not achieved. ‘In addition to the lessons that 
were learned, however, as to supervisory tools snd techniques and 
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other methods, attention was drawn to the limitations upon rehabilita— 
tion imposed by such factors as lack of sufficient land, poor health, 
peor public schools, isolation, and the effects of several generations 
of deprivation. — 


Special Area Programs 


During 1941 and early 1942 several of what were termed "Special area" 
programs were authorized in what were considered problem rural areas, 
wherein the families needed more assistance than supplied by the 
standard program. The primary basis of attack, rather than the 
intensive supervision of the noncommercial project, was adjustment 

in land use, tenure, housing, farm reorganization, marketing and other 
social and economic changes necessary in the locel area and which were 
espected to develop cumulatively on a broad scale.for a period of ' 
time. 13/ ‘ 


The program was started in the following areas: Aroostook County, 
Me.; Ridge area of St. Mary's County, Md.; central Wisconsin light 
soil area including 4dams, Juneau, Portage and Waushara Counties; 
Chequamegan five county area in Wisconsin including Ashland, Bevin eld: 
Price, Sawyer end Taylor Counties; "Iwin Rehabilitation" area nf 
southern Indiana including Crawford, Harrison, Orange, Perry, and 
Washington Counties; Laurel Ranger District in McCreary County, Ky.; 
Heard County, Ga.; Uinta Basin cf Utah, comprised of Duchesne and 
Uinta Counties; Lewis County, wash.; and a New Mexico special area 
including Bernalillo, Guadalupe, More, Rio Arriba, San Duval, ‘Santa 
Fe, San Miguel, Taos, Torrence, and eastern Valencia Counties. 


Initiation of those projects was followed quickly by wartime adjust— 
ments such 2s the Foo¢-for—Freedom loan program and concentration 
upon production problems, by a reduction in grant funds, and by 
reduction in supervisory personnel. In sore instances the setting 
up of the area program was hampered. In all cases activities were 
reduced sbeut a year later and finally the special area program was 
eliminated. Annual reports from the areas covering the first year's 
work indicated a wide range of activity benefiting the families. 


Southeastern Missouri Project 


Seven counties in southeastern Missouri have been the. locale of a 
program which,FSA has referred to as "a laboratory for the cotton 
South," in which practically every availeble rehabilitation tcol and 
technique has been extensively used to solve the problems of the land 


less sharecroppers and farm laborers. Many families have received 


stendard loans and standard rorrowers have benefited from the 
special measures adopted. 


The 7 counties — Butler, Dunklin, Mississippi, New Medrid, Pemiscot, 
Scott, and Stoddard — in the "boothcel" ‘yf ‘Missouri, belong . 
economically to the South. Cotton, the chief cash crop, is lergely 
prsduced by tenants end sherecroppers under a plantation system. 

The problems of this area hrve grown up within the spon of a single 
generation, for it has been during the last 30 years that the land 


13/ Administration Letters 364 and 509. 
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. been converted from forest—covered swamp to cotton plantations. 
The entire area has been characterized as one of "rich land and poor 
people." 14/ 


Public attention first centered on these "bootheel" counties when about 
70 plantation owners decided to change from the sharecropping system to 
day labor. ey In January 1940 when notices to move were received, 
several hundred members of Sharecropper families lived and demonstrated 
on 2 public highways for several days. This demonstration was ended 
when the families were moved into camps, went elsewhere to trv to find 
work, or were taken back on farms but Nation-wide attention was thus 
attracted to this area. 


To avert another threatened critical Situation a year later the Gover- 
nor of Missouri, Lloyd C. Stark, appointed a’ special committee to work 
out a plan for these counties. This committee included landowners, 
workers, and representatives of State and Federal agencies. Out of the 
work of the comsaittee grew the Farm. Security: Administration's agreenent © 
to undertake a five-point program in the area as: follows: 16/ (1) 

Step up the number of rehabilitation loans for small farm operators, 

(2) conduct a labor rehabilitation program, (3)-construct scattered 

labor homes, (4) build group labor homes, and (5) develop land leasing 

and purchasing associations. (A settlement project at. LaForge in New 

Madrid Cunty had already been started in uscjen bey) 


Ur. sr this intensified program the number of standard rural rehabilita— 
tion borrowers was increased during the.first year from about 1,000 to 
approximately 2,000 under the usual eligibility requirements. In ad- 
dition to the regular loans, special real estate loans of less than 
‘$L,000 were made available to small owners in newly cleared areas to 
refinance their equities in the land. During the first year 65 such 
Special real estate loans were made. : 


lies all certified as being on relief or eligible for relief. By 1943 
it had taken on 1,758 families. This phase of the program was intended 


The lasor rehabilitation program, or second phase, started with fami- © 


ple, Farm Security administration, Region III Research iteport No. 1s 
Indianapolis, 1938. This report describes social and economic condi- 
tions. ‘See also Charles S. Hoft'man and Virgil L. Bankson, "Crisis in 
Missouri's Boot Heel," Land Policy Review, Vol. ITI No. 1 (Jan.-Feb., 
TUL. apps isloty tee ; hi : 
15/ Southeast Missouri: A Laboratory for the Cotton south, Farm Securi- 


ty Administration, Washington, Dec. 30, 1940. See also Philip Brown, 
"Farm Labor in Sctheast Missouri," Bureau of Agricultural Economics. 
Agricultural Situation, 34(4):11-13, april 1940; Marion Neprud, "A 
Bootstrap Oppertunity," Farm Security Administration, Washington, 1940. 
6 pages; Constance 3. H. Daniel, The lfissouri Boot—Heel, Farm Security 
Administration, Washington’, 1940. . 

16/ @id, and Hearings...Pursuant to H. hes. poe oar ug, De von 727. 
17/ —2e Hearings, op.cit., part 3, p. 1075-1076; also Stuart Chase, . 
"From the Lower Depths," Reader's Digest, May 1941 (condensed from 
Free America, April 1941). 
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to cut dow relief costs constructively (a) by enabling farm labor 
families to raise their subsistence during slack periods and (b) by 
providing a stable labor supply that would be available during the 
cotton chopping and picking seasons. 


This latter objective was in line with the general purpose, among others, 
of trying to get a self-contained labor supply in Southeast Missouri. 
These families on this phase of the program were not tenants or share- 
croppers but were habitually employed as farm laborers. They were liv- 
ing on someone else's land. Landlords cooperated in the program bar 
letting the families use empty tenant houses, garden plots, and about 

3 acres of land rent-free for cow pastures. On the basis of simple home 
plans FSA then made grants averaging about $70 the first year to buy 
garden seed, simple tools, canning equipment, and other items needed to 
develop home producticn of food. In return for the grants, families 
agreed to build food-storage cellars, fix privies and wells, and improve 
their homes.. Grants were disbursed through an association of recipients, 
rather than directly by the families. 18/ About 800 laborer-families 


were made loans averaging about #70 ench to buy milk cows. 


The third phase, scattvred labor homes, involved building dwellings 
for 337 cropper families on sites donated rent free for 1OSyears “by: 
cooperating landlords. Tiese 3-room hous:s cost about $5V0 each. They 

were built on private lend through landlord cooperation in the folloving 


ways: 


1. A landlord might lease the laborer 3 acres, rent free, for. 10 years 
and contribute $350 toward the construction of the cottage. The farm 
laborer contributed “150, advanced as a grant by I'Sa toward the cost of 
the house, which was Imilt by the landlord according to FSa specifica- 
tions. at the end of 10 ycars, the cottage and land go back to the 
landlo sd. 


2. Under another arrangement, the landlord leased the laborer 10 acres 
of cut-over land, rent free, for 10 years and the laborer repaid the 
entire FSA advance on the cottage. At the end of: 10 years, the iendlord 
gets the house and the cleared Aer & 


3. Finally, the landlord may furnish the laborer, rent free for a 10- 
year period, 3 acres for the home situ and garden plus 2 cotton acres, 
or 4 cotton acres on a share-crop basis. In this case, the farm laborer 
receiv2s a loan for $350 for the construction of the house. His income 
fron the cotton acres is expected to pay off. his FSA loan over a 10-year 
period. at the em of that time, the house reverts to the landlord. 


Rach of these 337 cropper families were also made small loans to buy a 


cow and grants for garden seod and equipment and materials to build a 


sanitary privy and a cow barn. 


In contrast to the scattered labor homes were the group developments 
which have been referred to as Delmo'Homes -- the fourth phase of the 
program. These were built for part-time workers, rather than for 


18/ John M. Brewster to Oris V. Vells, Bureau of Agricultural “iconomics, 
BUG. eA 7a. . 
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regular farm laborers, and were located near small towns on 1,512 acres 
bought by FSA. The homes were located at.10 sites near 7 different com- 
munities in groups varying from 30 to uC. A total of 580 houses at an 
average cost of $1,455 were built. Some subsistence eloments were in- 
volved through provision of 2 acres for gardens for each family and the 
use cf"a common pasture. As the homes were owned by the Federal Govern— 
ment and located on Federally-owned land each family paid rent of about 
‘4 amonth. Loans were made Porecovs. 


One land-purchasing and two land-leasing associations were developed 

to acquire more land for family-type farms in an effort to obtain land 
and security of tenure for operators who could not otherwise get a 
farm. a land purchasing association known as Security Farms, Inc., 
composed of former sharecroppers or tenants, Was organized in ifay 1940 
by 260 families.’ This association received a 40-year Loan of: : 3730, 89'7 
at 3 percent interest from the Farm Security Administration for the 
purchise and development of 16,683 acres of Land. Most of this land 
was cut-over timber which was to be subdivided into’ individual family 
type farms although at first land was to be subleased to members through 
the development period. In addition to the association loans, each in- 
dividual family was to receive a standard rehabilitation loan and farm 
and home supervision. As of the sumer of 1943, 153 families were on 
their furms and carrying on full-time farming operations. Development 
work was curtailed by the war. sore : eS. 


The 2 land leasing associations, Independence iarms and Portage Farms, 
together had 81 members as of December 31, 1942 and at that time rented 
4,638 acres of land on a 7-year lease. These associations, like other 
land leasing associations, were arrangements whereby FSA made a loan 

to a group of farmers so the group could pay rent in cash 1 year in 
advance. The association then acted as a landlord, subrenting the land 
to the members. Members of the associations also had rehabilitation 
loans. The customary supervision was exercised by FP5a personnel, in- 
cluding farm and home planning and joint bank accounts. 


To help mect the health problems of the area, physical examinations of 
343 families were made in 1941. 19/ The Southeust Missouri Health Ser- 
vices Progrum began operations on January 1, 1943 in 6 of the counties 

to provide medical, dental, and hospital care along’ the cooperative 
lines established in other counties. In addition, FSA provided funds 

for special health services such as (a) the handling of correctable pre- 
existing chronic physical conditions; (b) correction of accumlated 
dental defects among school age clulidren, and (c) ‘a nursing program for 
health educational work. Special equipment, including 2 dental trailers, 
were supplied by the agency. ‘The environmental sanitation program started 
in 1939 in PemiscotCounty was expanded to the- other 6. Following the 
curtailmnt of WPA and NYA‘assistance, self-help groups were organized 
to prefabricate and install the sanitary facilities. é 


Results.- In the absence of any complete study of ‘the Southeast Missouri 
project, it is impossible to say how much progress has been achieved in 

realizing thé three broad objectives of Governor Stark's committee, name- 
ly, getting a self-contained labor supply in the area, getting displaced 


7 


19/ Lively, op.cit., and Lively and Lionberger, op.cit. . 


at Re 


farmers to operating for themselves, and increasing the income of day 
laborers by an intensive. live-at—home proyran. The war period has af- 
fected both the development of the program and the need for it. The FSA 
regional director reports thet many’ families have left the area and those 
crenaining moved into better houses and are getting more mois y for their 
work. 20/ 


At the close of 1943, a total of 534 families were reported in Delmo 
labor homes and 4,322 families were participating in all other aspects 


Lee] 


of the WSa program in the 7 counties. 


Some of the costs of carrying on.the program ‘are indicated by grants of 
about $400,000 between July 1, 1939 and June 30, 1942; however, before 
June 1939, grants of about 600,000 had been made. Loans of about 
‘2,700,000 were advanced until the spring of 1943, including advances 
made before the special prorraa was bogun. Repayments totaled 
1,439,000 in principal and &141,000 in interest by 1943. ‘All the 
activities were carried on with relatively intensive supervision. 


The most noticeable effect cf the program on the people in the arca is 
reported to be on their favorable attitudes toward gardens and a iive- 
at-home program. At the end of the first year, the families in the ~ 
labor rehabilitation phase had slightly exceeded the average of 80 
quarts of canned food per person set as a quota in the Njive-at-home" 
effort. 


Throughthe sanitation program 1,599 sanitary privies were installed, 
494 water supplies improved, and 486 houses screened. In addition, 
twice as many sanitary privies were built on non-FSA as on FSA farms, 
often by landlords. 


The scattered labor homes program was considered beneficial by people 

within the area as setting 2 pattern for housing laborer families on 4 
higher standard. of the 276 loans totaling $96,000 for such dwellings. 
nearly $71,000 of the principal had been repaid by October 23, 1944. In 

the 173 cases where landlords obtained the loan there was virtually no F 
delinquency and in the 103 cases where tenants obtained the loan only 

12 percent of the matured principal was delinquent. With a long-term 

loan at low interest for the construction of these houses, it appears 

that no grant would be needed to get them built. 


-The Delmo Labor homes have not been satisfactory to the people in the 


area although they relieved a congested housing situation at the time. 
Transporting workers to the farm where they are to work is not locally 
accep table. : ? 


* 


Families moved up to tenant from the laborer or sharecropper level a 
a result of the land-leasing associations. In addition, the assocla— y 
tions were completely successful fron the financial standpoint, both 
repaying their loans in full. However, 1 association of 46 families 5 


20/ Stephen C. Hughes, Regional Director, FSA Region Tri. to10laf F: 
Larson, Jan. 29; 1945. | 
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was liquidated after paying back its loan and the other planned to 
discontinue operation and have individual operators lease direct from 
the landowner. Experience indicates a need for a lease of longer than 
5 years in order to get the family farm pattern established and to prco- 
vide more permanent improvements on individual units. 


Because the war stopped construction, Security Farms never operated in 
the way planned. ; 
e 
"Grubstake," Special Real Estate, and Farm 
° and Home Improvement Program 
The farm enlargement and farm development loans, included at the begin- 
ning of the 1943 fiscal year as « part of the farm ownership program, 
had their antecedents in small-scale experiments previously initiated 
in limited arcas to help owmers who were insecure on their farms. al- 
though the case of tenants and sharecroppers provided the most striking 
demonstration of insecurity, it became apparent that owners who “ere 
heavily mortgaged, with farms too small, with pvorly developed farms, 
.or with insufficient improvemmts, had problems of equal importance. 


Grubstake Program in Minnesota.— The first experimental approach to 
this situation was started in 1935 by the Minnesota State Renabilita- 
tion Corporation. Frequently, for lack of a better name, this activity 
was referred to as the Grubstake Program. This was confined to the cut- 
over area of Minnesota and continued through 1938, 


Much of the land in the cut-over area of this State, owned by lumbe 
interests, had been sold under purchase-—contract agreement to femilies. 
These tracts varied in size, but usually were 40 acres. lepossessions 
occurred frequently, and each time the lumber interests profited by ad- 
ditional acreages on their land having been cleared and developed. The 
Grubstake Program was inaugurated to assist these small farm owners 

to acquir2 additional land contiguous or readily accessible to their 
farms so they could better round out their units and to assist then in 
constructing adequate and serviceable farmsteads from materials on their 
farms at a mimimum cost to themselves as well as to the Government. Local 
carpenters skilled in construction from materials at hand -- that is, 


_ logs, rock and gravel —- were employed to supervise the actual construc-— 


tion of necessary farm buildings, the labor for which was supplied 
nostly by the farmer operator and family members. Houses and barns 
costing not more than $200 to $300 in actual cash outlay often were 
constructed. Observers reportcd that these units compared favorably 
with those constructed under contract at a cost of 6 or 7 times as 
“much. 


Most of the Grubstake loans were from State corporation funds. They 

were made for up to a 2U-year period and at an interest rate of 4 per- 
cent. There were no upper limits as to the size of loan. The produe- 
tion-value appraisal of the unit for which money was to be borrowed was 
used to determine the size of loan that could be made. The security | 
consisted of the real estate and improvements financed. Supervision and 
farm and home planning accompanied the.loans. The families were consi- — 
dered standard cases but regional officials believe they received more 
then usual supervision. . 
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Approximately $420,000 in Corporation funds was loaned to about 250 


’. families. 21/ Some FSA funds were used for chattel loans. aitogether 


the average size of loan for all purposes was about 41,900. 


Problems encountered were due to.the fact that (1) some of the 

furiilies were old and physically unable to do the necessary work, (2) 
progress was slow and in some cases the debt b:carme too high before the 
fanily was able to develop its unit sufficiently to bring in even moder- 
ate incomes, and (3) som buildings constructed were inadequate. 


The program as a whole was judged, by regional personnel, to be oniy 
moderately successful for families made such slow progress that debts 
became too high and the rehabilitation period was considered too drawn 
out. However, forest area counties were saved money by the elimination 
of isolated farms and the program demonstrated that families an =the 
area, if given -certain ‘help, Bours rohabilitate themselves without 
grants of any kind. 


opecia Real Estate Program for Small Owners.- 22/ The first formal- 
ized loan progrim for the small owmer as a ‘part of rehabilitation was 
the Special Real Estate (SRE) program begun in June 1939, 23/ and con- 
tinued until January 1942. It was important, not because it solved 

the problem, but because it was the formal beginning of a "trial and 
error" atiack. Its primary emphasis was on loans to individual farmers 
who recently had lost or were about to lose their farms through fore- 
closure, in order that they might finance, refinance, redeem, or re- 
purchase their farms; but even in the beginning it was possible to use 
a part of the SRE. loan for land improvements. These loans were author- 
ized by the FSA Administrator as part of a special area program in 
special-problem areas and were instituted wherever land adjustment 1 

a factor in the rchabilitation of families. In practice, such loans, 
were most numerous in the cut-cver area of the Great Lakes States and 
in Region VIII (Texas and Oklahoma). 


Usually, preference was given to standard rural rehabilitation clients 
and to those farmers wno, except for the insecurity of their land ten- 
ure, might qualify as standard borrowers. Preference was also given 
to farmers for whom debt adjustments could be obtained but an cquity 
of sufficient amount. to preclude debt adjustment did not prohibit 
making a loan to an applicant. 


In line with the general objectives of estublishing security of tenure 


and naking necessiry physical adjustments on family-—type farms, the SRE 
loans could be made (1) to buy adjoining acres necessary to round out 

an economic family-type unit; (2) to buy a headquarters ranching unit 
where the unit was rounded out by long-term leases on surrounding graz— 
ing land; (3) Me refinance existing real estate mortgages, land-purchas- 
ing contracts, ax liens, assessment liens, and judgnent liens where 
such debts ere “agjustd rhea the ability of the farm unit to pay on- 


2 Letter, Harry S. Muir, Regional Director, "FSA een Tito. Olater, 
Larson, Dec: 20, 1944. ; 

22/ Also discussed in Horton, Larse on, and ‘all, op.cit., pp. 139-140. 
237; Provision was made as of Dec. 1, 1933 for authorizing 10-year in- 
Stead of 5-year loans, when needed, ‘for clearing .land. 
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farms where improvements and physical adjustments were necessary; the 
refinancing enabled the Farm Security adriinistration to take first- 
mortgage security; (4) to buy economic farn units for the relocation 
of occasional client families from subnarginal or otherwise inade- 
quate land in the special problem area; (5) to buy materials and 
equipment necessary for construction and repair of farm buildings, 
farm roads, and farm fences on individual farms or ranching units 
being bought or refinanced with an SRE loan; (6) to buy materials and 


hire equipment for land development and soil improvement, such as stump 
pulling, basic phosphate and line treatnents, initial seeding and soil- 
building crops, setting farm-family orchards, drainage, terracing, con- 


touring or erosion control; and (7) to buy materials and equipment for 
improvenent and repair of housing units. 


During the first year funds for these special loans were obtained from 


the Emergency Relief appropriation act of 1938 and from State rural re- 


habilitation trust funds. For the fiscal year 1939-40, $1,934,500 was 
budgeted for this loan activity. Beginning with the 1940-41 fiscal 
year funds were obtnined by borrowings fron the Reconstruction Finance 


Corpcration. 


The SRE Loans were nede at an interest rate of 3 percent. They (1) were 
‘to be repaid on the basis of equal annual payments equivalent to the cus- 


toniry landlord's share of the farm income under normal conditions and 


with normal prices or (2) could be amortized over a period not to exceed 
40 years. Typically loans were for 15, 25, or 40-years. Generally lit- 


tle more than interest was to © repaid during the first 5 yaars. The 
anount of special real estate loans wus first limited to S1,G00 or to 


the appraised value of the farm, whichever was lowcr, and was to be se- 
cured by a first mortgage or a deed of trust. xperience indicated that 
real farm development required larger loans, so the upper limit of $1,000 


on SRE loans was raised to $1,500 in 1940 and to $2,500 in 1941. 


Bach borrower was required to deposit in a controlled bank account funds 
to be used for repairs and minor new construction. The county supervi- 


sor was responsible for checking the work being done and for counter- 


signing the checks. The borrow:r also was required to maintain a trust 
account for paying taxes, insurance and installments on the loan. More- 


over, the borrower agreed to keep prescribed records and accounts and 


to make them available. for review upon’ request by officials of the Farm 


Security Adninis tration. ies 


' Farm and Home Inprovement Progran.— Originally the SRE program was 


confined to the special areas but FSA field workers requested its ex- 
tension, recognizing it as an important tool for aiding farm families 
in’developing family-type farms. On the basis of the SRd experience, 
in January 1942 a broader farm development and enlargement program 

knowm as the Farm and Home Improvement program (FHI) was outlined and 
authorized. 24/ Although moro widely available than the SRE, the new 


FHI program was still limited to areas where rural poverty was chronic , 


and directly related to’the problem of uncerdeveloped or inadequate 


farms. Loans could be made to my additional land to round out economic 


DLJ FSA instruction 735.1, Jan. 9, 1942. 
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units, to provide housing and needed farn improvements, and to buy 
materials for soil improvement, drainage, or clearing. FHI loans were 
supplemented by other FSA techniques such as operating loans, farm anc 
home management guidance, debt adjustment, cooperatives, and health 
associations, and even grants in some cases. The maximum size was 
raised to $3,500 in January 1942. However, within this limit the size 
of loan was set by the amount of income from the farm available for pay- 
ing interest and principal on the real estate debt as determined by the 
farm and home plan. 


Recognition was given to the problen of the tenant whose rehabilitation 

and production wére hindered by the landlord's effort to collect rent 

on an inadequate farm unit. Within certain limitations, FHI loans could 
be nade to landlords for farm enlargement and development. Usually when 
this was done, a long-term lease for the tenant was part of the bargain. 
The FHL, like the SRE progran, had lirated funds budgeted. It had been 

operative only 6 months when, as of the beginning of the 1942-43 fiscal 

year, it became a part of the enlarged farm-ovmership program which also 
included the regular Tenant Purchase activities. 


ting under way. From June 1939, when it was authorized, thro.gh April 
30, 1940, only 164 loans had been approved. These were distributec 
among 12 States, ‘althougn two-thirds were in Missouri of Region III 
and Oklahoma and Texas of Region VIII. During the next 2 months of 
the fiscal year ending June 30, 1940 an additional 451 loans were made, 
virtually all in Regions III and VIII (table 16). 


In the next fiscal year, 1940-41, Region II including the Great Lakes 
cut-over territory, made three-fourths of the Nation's 863 loans. in 
Regions III and VIII few loans were made because difficuities had been 
encountered with loans being overused for refinancing the small owner 
on an uneconomic unit. The effect of the lean had been to bail out the 
mortgage holder and to freeze the family te an uneconomic unit on which 
it had already failed. Lending policies were therefore shifted to en- 
phasize the development of land and improvenents with refinancing only 
an incidental part of the progran. 

During the fiscal year ending June 30, 1942 a total of 2,11” SRE anc 
FYI loans were made, Region II again beivg far in front of other locali- 
ties in the use of this special progran. ‘ 


The average size of loans increased as the shift was made to farm de- 
velopnent and as the $1,000 loan linit was lifted. During thote1 /2 
years! experience with these trial prograns, the 3,595 loans averaged 
8961 but ranged from a low of $165 in the nertheastern States, Region 
I, where few loans were made, up to 41,436 in Region II where the pro- 
gram was most used. Region V in the South and Region XI in the Pacific 
Northwest with a cut-over problem, also hal loans in excess of $1,000, 
averaging $1,336 and $1,206, respectively. : 


a 


Experience in Region II indicated the necd for the larger loans if fani- 
lies were to be substantially aided. The program is particulerly adapted 
to families operating uneconomic units or who have been the victim of un- 
favorable purchase contracts. . Si 
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